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Dollars Thrown Out the Window 
A Study of Misdirected Selling Effort 


RESEARCH DEPARTMENT 


New York University School of Retailing 


The nation’s department and spe- 
cialty stores spend some 80 million dol- 
lars a year on interior and window 
display." No modern merchant will 
question the wisdom of this spending, 
for it is window display that catches 
the eye of the passer-by and draws him, 
in a buying mood, to the area where 
the merchandise is on sale. Everybody 
knows that money spent on window 
display is an investment capable of 
bringing rich returns. For the thought- 
ful merchant, particularly in a period of 
declining sales volume, the question to 
ask himself is: Am I getting a maxi- 
mum return on the dollars invested in 
my windows? A survey by the New 
York University School of Retailing 
Research Department suggests that in 
all but exceptional cases the answer is 
a gloomy and emphatic No. 


1The National Retail Dry Goods Asso- 
ciation in its 1949 Analysis of Publicity Ex- 
penses estimated that an important group 
of department and specialty stores spent,61 
cents on display for each dollar of sales. 
Applying this percentage to the 13-billion- 
dollar volume of department and specialty 
stores in the over-$100,000 bracket, we get 
an estimate of 80 million dollars a year spent 
for displ--, the bulk of it going into 
windows. 


1 


OBJECTIVE OVERLOOKED 


Many of our larger stores, famous 
in the field for their fine window dis- 
plays, seem to have forgotten or lost 
sight of the fact that the major objec- 
tive of a store is to sell merchandise 
at a profit; that window display is not 
an end in itself but a part of the ma- 
chinery of selling. In a surprising num- 
ber of instances, our inquiry shows 
that store employees are totally unfa- 
miliar with the merchandise their store 
is trying to sell in its windows. Except 
in theory, there seems little to suggest 
that window display is considered an 
essential part of an integrated sales 
effort. 


THROUGH SHOPPER’S EYES 


The need for a survey of window- 
display procedure and tie-in practices 
became apparent last autumn when one 
of the members of our staff, a young 
suburban matron, went on a shopping 
spree. She started out to find a winter 
coat and some other items for her 
personal use. However, she soon found 
herself engaged in an informal study 
of the tie-in between window displays 
and selling floors. 
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Her report was startling. She had 
visited 11 stores in the New York City 
metropolitan area and had shopped 22 
items following through from window 
display to selling department. In only 
three instances, in three different stores, 
were the salespeople familiar with what 
was in the show window and in a posi- 
tion to help her make an intelligent 
selection. In 19 instances, her experi- 
ence was monotonously the same. 
Guided by clues on window informa- 
tion cards, she made her way to various 
departments where her queries were 
met with polite ignorance or general 
guesses about where else in the store 
she might try. 


PURPOSE OF SURVEY 

The shopper’s report presented a 
problem in misdirected sales effort, and 
the Research Department recognized 
the need for a survey to get at the root 
of the problem. Why is window dis- 
play, an important and costly part of 
the sales effort, being treated like a 
stepchild? Is management aware of the 
flaws in its selling technique? What 
efforts are being made to integrate or 
co-ordinate sales efforts? To get an- 
swers, trained interviewers were sent 
to 15 leading department stores and 
large specialty shops in the New York 
metropolitan area. Sales and publicity 
executives, display managers, and buy- 
ers were questioned about what was 
being done and what ought to be done 
to make window display fully effective 
as part of the over-all sales effort. 


EVERYBODY'S SECRET 


There is general agreement that 
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show windows, with but few excep- 
tions, are intended to sell the merchan- 
dise displayed there. While it is true 
that some stores use considerable win- 
dow space purely for prestige purposes, 
a majority tend to think of their win- 
dows more in terms of immediate 
selling power. The latter emphasis is 
intensified as competition increases. An 
occasional window may be devoted to 
some popular philanthropic project, 
such as the American Red Cross, but 
these instances are few in number. 
Selling is the essential purpose whether 
the display calls attention to store-wide 
or departmental sales or dwells more 
subtly on specific fashion and holiday 
merchandise. 

The show window without at least 
one informative card is rare indeed. 
The prestige stores, whether in ready- 
to-wear or home furnishings, usually 
refrain from any mention of price, lim- 
iting the information to department or 
floor. Many stores, however, specify 
price, department, and floor of at least 
the chief items in the window. In a 
complete fashion arrangement, for ex- 
ample, the decision whether accessories 
are to be tagged in detail depends in 
most cases upon how many complete 
costumes appear in the display. The 
limited-service, shorter markup type of 
retail organization often prices and 
locates every item in each window. 

FREQUENCY OF WINDOW CHANGE 

A majority of the stores surveyed 
change all their. windows once each 
week. A few schedule their most prom- 
inent windows for weekly change, al- 
lowing secondary windows to remain 
undisturbed for not more than two 
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weeks. An important sale may be given 
space for only a few days. A window 
display may be summarily withdrawn 
on notice that the merchandise has 
been sold or the stock depleted. (This 
obviously should be standard practice 
though it is not.) Individual items 
may be removed for various reasons, 
including depletion of stock or a cus- 
tomer’s request for a specific item. A 
prestige-type store, stressing exclusive 
and one-of-a-kind merchandise, may 
change a window overnight because of 
the display of a similar item by a com- 
petitor. However, stores that practice 
frequent and unscheduled changes run 
into special complications due to the 
necessity of keeping sales employees 
informed of changes. 


INFORMING SALESPEOPLE 


Some stores have fully developed 
routines for informing sales staffs of 
the contents of show windows. In one 
store, a good example, the training 
office receives complete lists from the 
display department and then distributes 
mimeographed duplicates to all clerks, 
to be placed in their salesbooks for 
ready reference. 

At the other end of the scale, the 
survey disclosed that in one of the na- 
tion’s largest stores the only complete 
and detailed record of window contents 
is kept by the display executive, on 
his own initiative. In this modern, 
enterprising store, angry but perserver- 
ing window-shoppers. have been known 
to seck out the display executive in 
their effort to track down some item of 
merchandise that had drawn them first 
to the window and then into the store. 

In many stores that prepare lists, 
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distribution is limited to floor super- 
intendents and, occasionally, to section 
managers. Practical use of superin- 
tendents’ records by salespeople is diffi- 
cult because store rules say they may 
not leave their departments except 
under unusual conditions. Some buyers 
make it a practice to discuss window 
display at staff meetings, but frequently 
the benefits are lost because of the time 
element. Rarely are the contents of 
future window displays known more 
than a day or two in advance, and 
several days may elapse before the 
department’s regular meeting. 

A few stores, considering the buyer’s 
time too valuable for this chore, desig- 
nate the departmental assistant buyer, 
stock head, or other junior executive 
as recipient of detailed lists to which 
they may refer on questions from 
clerks. Others depend on charge re- 
ceipts signed by the display division to 
find answers to these queries. This 
does not work so well because fre- 
quently the description of an item on 
the charge receipt may be recognizable 
only to the buyer. 


INFORMING SERVICE EMPLOYEES 


One large store is well known for 
its able staff of well-informed main- 
floor information clerks. But, surpris- 
ingly, it does not tell them anything 
about the merchandise shown in win- 
dow displays. Instead of consulting a 
handy list to answer a window-shop- 
per’s question, the information clerk 
has to take time out for a telephone 
call to the floor superintendent’s office 
where the window list is kept. 

In other stores where information 
booths are maintained, clerks are sup- 
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plied with necessary lists, and a few 
stores even go so far as to supply 
elevator operators with this data. Ele- 
vator operators and other service em- 
ployees are usually expected to direct 
the customer by the item she mentions 
rather than on the basis of any knowl- 
edge of the window display the cus- 
tomer has in mind. 


CHECKING UP ON THE SALES STAFF 


Three stores that make a practice 
of keeping their salespeople informed 
on window displays also have ma- 
chinery for periodic checkups to deter- 
mine whether or not their employees 
are familiar with the merchandise on 
display and in a position to answer 
customers’ questions. On this score, it 
was pointed out that this data may be 
obtained, at no additional cost, by com- 
bining it with the periodic study of 
other personnel capability factors such 
as merchandise knowledge, courtesy, 
and customer service. 


ADVERTISING AND/OR DISPLAY 


Almost all stores inform sales help 
of their own department’s newspaper 
advertising by posting proofs as far in 
advance as possible. Most stores make 
extensive use of “As Advertised” 
signs on window and interior displays, 
but few use “As Shown in Window” 
cards in connection with interior dis- 
plays, a practice that has demonstrated 
its value both to clerks, as an aid in 
selling, and to the customer, in finding 
the item she wants. 

All the surveyed stores maintain 
careful and accurate records of the 
sales of advertised items, but few make 


any effort to measure the selling power 
of their window displays. Only one 
store has a mimeographed form in 
active use to question buyers about 
sales volume and other response to 
window displays. In some stores, buy- 
ers make a study of window response 
for their own information. A few in- 
stances were found where regular post- 
mortems are held by display, merchan- 
dise, and selling executives to discuss 
the effectiveness of window displays 
and make plans for the future. 


VENTURES INTO SELF-ANALYSIS 


Store executives were asked to sug- 
gest ways and means of improving the 
situation. Among display managers, 
the dominant thought was that the 
training department should act as li- 
aison between display department and 
sales force, thus assuring the latter of 
up-to-date and complete information 
on merchandise displayed in windows. 
The training department should supply 
whatever forms might be necessary to 
achieve co-ordination. Other executives 
felt that it was up to the management 
to insist that buyers be more regular 
and more thorough about informing 
their staffs of what was going on in 
the show windows. 

One store called attention to occa- 
sional laxness in its own system of win- 
dow guides. Another regretted the 
failure of employees to look at their 
own windows. One suggested that a 
special co-ordinator concentrating on 
this aspect of employee education might 
be an effective solution. Some felt that 
their systems, while good, would never 
pay full dividends until one person was 
made fully responsible for a continuous 
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and effective effort to link window dis- 
play with actual selling. 


STORE WITH A METHOD 


Only three stores in the survey had 
a definite policy calling for the display 
of the same merchandise in the show 
window and on the selling floor. Only 
one store had developed a policy of 
carrying the complete theme of im- 
portant fashion displays through all 
involved departments, including related 
displays on the main floor. This iso- 
lated example of an integrated sales 
effort was found in the B. Gertz Com- 
pany store in outlying Jamaica. It was 
developed by Mr. Walter A. Spiro, 
display manager, under the direction of 
Mr. Harold R. Merahn, vice-president 
in charge of sales promotion. The tech- 
nique is worth discussing in some de- 
tail. 

A Gertz project in the field of ready- 
to-wear, for example, begins well in 
advance of the selling dates. It starts 
with employee education in the form 
of a preseason co-workers’ fashion show 
at a local theater where employees are 
made fully conscious of the fact that 
they will be selling merchandise ad- 
vertised in newspapers and in window 
displays. 

Weeks in advance of the sale, request 
sheets are sent by the display depart- 
ment to the merchandise managers 
asking them to list window preferences. 
A Window Display Sheet (Figure 1) 
is filled in by the buyer, in triplicate, 
and approved by the merchandise office. 
The buyer’s copy is returned to him; 
one copy goes to the promotion office 
and one to the window trimmer. 

Four days before window changing, 
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all buyers meet with their department 
staffs armed with proofs of (sched- 
uled) advertising and full information 
on the windows-to-be. Each buyer is 
also supplied with a window guide in 
the form of a map-type chart of the 
entire store front. This is posted in the 
department, accessible to clerks who 
may be called upon to guide a customer. 

As soon as a window display is com- 
pleted, the buyer is required to fill out 
a brief form, attached to his copy of 
the Window Display Sheet (Figure 2), 
frankly reporting his opinion of the dis- 
play in its final form. Shortly after the 
end of his window-display period, he 
is required to submit an additional 
Window Display Response report, con- 
taining brief and pointed information 
on the success of the venture in terms 
of sales volume and traffic. The pro- 
gram is so well integrated that manage- 
ment considers it unnecessary to shop 
its employees to determine their knowl- 
edge of window displays. 

The Gertz store, too, does a superior 
job, in fashions particularly, in carry- 
ing window themes through to the 
main floor and the departments. For 
example, in the suit department, a 
checked suit duplicating the one in the 
window was placed on a figure in the 
area in which it was sold along with 
the same bright-colored accessories that 
drew attention in the window. 


A CUSTOMER’S REACTION 


How does the average customer re- 
act to a well-planned tie-in that links 
window display with the realistic busi- 
ness of selling merchandise? For the 
answer, consider our staff member who 
shopped 22 items in 11 stores and re- 
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ported three instances in which she 
found what she wanted without blast- 
ing through a variety of road blocks. 
Let us analyze the three experiences 
that caused her to be pleased with the 
outcome. 

1. Curtains, draperies, and bed- 
spreads were displayed attractively in 
a window, priced and keyed to the 
department and floor. Exact duplicates 
were found on the selling floor, inviting 
closer inspection of fabric and material. 
Informed salespeople, familiar with the 
merchandise, were anxious to assist in 
making a selection. This is a good ex- 
ample of co-ordination of interior and 
exterior display. 

2. Winter dress coats, 
played, led the shopper from show win- 
dow to coat department. The sales- 
woman knew all about the coats in the 
window and brought one out imme- 
diately. She did a good job of present- 
ing it, expressing regret that the stock 
was limited, explaining that the coats 
had been in the window several days 
and had sold well. Obviously, she was 
familiar with window content and un- 
derstood the value of window display 


well  dis- 


as a selling aid. 

3. A tasteful arrangement of little 
girls’ dresses in pastel shades filled the 
main windows. Information cards led 
to the selling floor where the dresses 
were duplicated in an interior display. 
The saleswoman knew all there was 
to know about the merchandise and 
seemed very happy to pass on the in- 
formation. On leaving, the shopper 
asked about an unrelated item she had 
noticed in a show window. The sales- 
woman, without hesitation, demon- 
strated the value of a show-window 


guide by consulting one, posted at about 
the middle of the floor, for explicit 
information. 


CAFETERIAS AND CARROUSELS 

In other less happy instances, our 
shopper found that window-displayed 
items could not be located or could be 
found only after intensive search by 
the customer. In one store, the mer- 
chandise of an attractive window dis- 
play could not be located in the indicated 
department, and all the salesperson 
had to say was that she “hoped the 
customer could find it.” 

In one store, a tweed coat was in 
question. The department had a few 
(which the salesperson did not even 
know were there), and, when a ques- 
tion of size regarding the one in the 
window was posed, she declared she 
did not know about it. 

One store had an eye-filling window 
decked with little girls’ coats and coat 
sets. The shopper “looked through” 
sets for about ten minutes, then ap- 
proached a salesman to ask about the 
charming ones in the window. “There 
is another children’s department up- 
stairs. Maybe they are there,” was the 
response. “No, the sign said ‘Down- 
stairs,’ ”” 
old >” 

“About eight.”” “Look through those 
groups over there.” The vague desig- 
nation consigned the shopper back to 
“going 


the shopper persisted. “How 


the same racks she had been 
through” without success. She gave up. 
SOMETHING CAN BE DONE ABOUT IT 


What are the implications in these 
findings for the typical store? The 
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O Price Line Promotion 
O Special Purchase Sale 
DO Reduced Price Sale 
O Prestige Promotion 
O Volume Promotion 
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WINDOW DISPLAY SHEET PROMOTION OFFICE 
Window displays sell goods. Get this in ON TIME and have displays that suit you! 


IDEA BEHIND THE WINDOW: 
What is theme or purpose of the display? Please 
answer this question clearly. Ic will be used for 
the theme of the lettenng and showcards. 








FEATURE PRICE 











Specific items. If Fashions, please describe each item. 
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Buyer Must Inspect Display And Fill Out Form Below First Day Goods Are In Window 


Display Manager: 
Merchandise Manager: 


I have seen above display of merchandise. My comments follow: (Be frank. Help the Display Manager Do A Good Job), 








Dated 





Signed. 





NOTE: All 3 copies must be submitted to merchandise office. Buyer’s copy will be returned when confirmed. 


62-69.6.46.5™ 


FIGuRE 2 


average store owner or operator may be 
able to find his own answers by asking 
himself a few simple questions. 

What is the objective of my win- 
dows? Have I defined that objective 
and put it on paper? Have I informed 
my staff of that objective and have I 
made certain it is understood? Have I 
sought to establish whether or not that 
objective is being fulfilled ? 

Are my windows a part of an inte- 
grated sales effort, rather than one of 
a number of sales efforts which I 
attempt to co-ordinate ? 

Am I getting a full return on my 
display investment—is my money being 
well spent or thrown out the window? 

Are my windows just pretty pictures 
to get customers into my store and 
then disappoint them? Are people go- 
ing away disappointed and _ irritated 
after being attracted into my store? 
Are they saying to themselves, “This 
is a mighty nice place to shop in!” 
or are they asking themselves why it is 
that the store remains in business? 

Have I checked my windows lately ? 
Are they clean? Does the stage and 
setting suggest that I have respect for 
my merchandise? How do they really 
look to the passer-by ? 


OUTSIDER LOOKING IN 


The best answer to that last question 
may be found in the simple procedure 
of going outside and looking into your 
own windows. As a passer-by, would 
you be drawn to a clean, well-groomed 
show window, or would you be vaguely 
conscious of dust and dirt on the floors 
and backgrounds, window-washers’ 
splash marks on the woodwork, scuffs 
and bruises on merchandise that should 
be displayed to its best advantage? If 
the view is unappetizing, do not stroll 
away. Let a piece of merchandise take 
your fancy and follow through to the 
point of sale. Find out for yourself 
how easy or how difficult it is for a 
customer to find and buy an item after 
window display has aroused his desire 
for possession. 

This little game was played recently 
in a well-known New York department 
store, one not covered by this survey. 
The passer-by selected a pair of lamps 
in a display of bedroom furniture and 
went inside where a service employee 
assured him that all lamps were in the 
lamp department. In the lamp depart- 
ment, an assistant buyer, acting as 
salesman, puzzled over the description 


(Continued on page 36) 





Make Salesmen of Your Customers 


GLApys BABSON HANNAFORD 


N. W. Ayer & Son, Inc. 


It happened the first Christmas after 
I was married. My husband and I 
were living in a hotel while our house 
was being built. I had little to do and 
suddenly got the idea that it would be 
fun to sell in a store and earn the 
money for his Christmas present. It 
was Thanksgiving, and all the stores 
were hiring salesgirls. Inexperience was 
no handicap. However, inexperience 
landed me in what was considered a 
dull but easy department—umbrellas. 

I] never saw the buyer. A girl behind 
the counter spent about three minutes 
with me. She placed me on the bargain 
end of the counter; the chance for 
commissions ‘was much greater with 
the higher priced merchandise. For the 
“cheap” stock, she had a contempt 
which I felt immediately. I started 
selling with the meager information 
that this one was “Gloria” and that 
“Gloria” was cotton; others were silk; 
those with more ribs were stronger; 
some had Malacca shanks. I liked these 
last, but I was never told the advan- 
tages of Malacca. I decided for myself 
that they were much lighter in weight 
and that was an advantage. 

The store spent three hours teaching 
me how to make out sales checks and 
three minutes on the merchandise I was 
to sell. 

Needless to say I found it dull. I 
felt awkward because I| had so little to 
say while a customer was making up 
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his mind. My questions were answered 
curtly by girls who were too busy to 
spend time with me. I gathered infor- 
mation slowly. 

At the end of a week, I was very 
unhappy. I knew I was abrupt with 
customers to cover my own lack of 
knowledge. I thought if I had only one 
fact—just one I could talk about—it 
would be bearable and it might even be 
fun. 


‘*}UST FOR SOMETHING TO SAY” 


That night I went to the public 
library. I did not find information on 
cotton versus silk or anything on con- 
struction. Perhaps I did not know 
where to look. I did find some interest- 
ing facts, however. The man who in- 
vented the first umbrella was an Eng- 
lishman, and he was put in jail when 
he carried it on the street. This and a 
few additional historical facts were the 
help I needed. At this time, I did not 
think of them as sales ammunition. I 
was concerned only with conversational 
material to save myself from feeling 
awkward and ill at ease. 

The next day while a man was trying 
to decide on a purchase—‘something 
conservative for my aunt’’—I tried out 
my little story. It took perhaps a min- 
ute. It was fun sharing my little knowl- 
edge. And to my surprise my customer 
became more interested in umbrellas 
and bought two instead of one! 
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I realize now that the umbrella 
suddenly became to him a romantic 
and historical thing instead of a merely 
utilitarian object. But the most impor- 
tant result for me was that I lost my 
self-consciousness and suddenly selling 
umbrellas was fun. I became expert at 
using my story, and by the time Christ- 
mas came around my commissions 
were equal to those of the most experi- 
enced girl. 

It was not until much later that I 
realized what else had happened: Wy 
customer had taken away with him a 
fact that he in turn could use when he 
presented his gift. 


WHAT EVERY CUSTOMER WANTS 
TO KNOW 

That was many years ago. A few 
romantic or historical facts would not 
meet the consumers’ needs in most 
lines today. But the same principle still 
holds: Give the customer information 
that interests him and he will pass it 
along. 

What he wants most today is enough 
information to feel that he is purchas- 
ing wisely. In giving him that, you will 
add something to his knowledge. He is 
going to find a way to display his new- 
found information and incidentally, of 
course, his shrewdness as a buyer. 

Today, my own interest is far from 
umbrellas. I do educational work on 
diamonds, lecturing throughout the 
country. Most of my time is spent in 
university and college classrooms. I 
know from young people in my audi- 
ences who talk with me that the average 
consumer knows little about diamonds 
and that there is all too often a fear 
of spending a sizable amount unwisely. 


The average purchaser of a diamond 
is young; three quarters of the dia- 
monds sold in this country are for 
engagement rings. Even though the 
diamond is bought for a romantic oc- 
casion, the young man realizes it is a 
lifetime purchase, and he wants to know 
that he is getting his money’s worth. 
Often a boy or girl will say to me, 
“What questions can I ask when I 
buy a diamond? What should I know 
about it ?” 

This feeling must apply to many 
purchases other than diamonds, and 
every time you satisfy it you are send- 
ing out a customer who is going to 
quote you and talk about your store. 


DO YOU EVER THINK BUSINESS IS DULL? 


I called on a jeweler in a city where 
I was lecturing. It was a very stormy 
day and the store was empty except 
for a young couple who were looking 
for a gift. The man behind the diamond 
counter called them over and intro- 
duced me, saying I was speaking in 
town. We talked a bit and then I was 
shocked to hear the man say: “The 
trouble with selling diamonds is that 
it is very dull. You don’t have to know 
a thing about them. You really don’t 
even have to know the price because 
you can look at the price tag.” 

I saw a surprised look come over the 
faces of both the boy and the girl, and 
I wondered if they ever went back for 
their diamond when they were ready to 
buy. 

When they left, I asked: “How are 
diamond sales :” 

That brought forth a fifteen-minute 
word picture of “no sales.” What had 
happened to diamond business? What 
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would happen to prices? Was his stock 
too high? 

A week later I was in a city of 
comparable size a hundred miles away 
and called on another jeweler. As the 
man I wanted to see was busy with 
customers, I waited a short distance 
away. I could not help overhearing. 
He was showing them charts to dem- 
onstrate what happens to a poorly cut 
diamond and why it does not have the 
brilliance of a “well-made” stone. Both 
boy and girl followed his every word, 
asking a simple question now and then. 
What information he had given before 
I arrived I do not know, but apparently 
they were satisfied. Soon the girl’s 
finger was measured for size. | watched 
them as they walked out of the store 
and there was about them a satisfied 
assurance. 

I asked that jeweler, too, about 
diamond sales. He said that the entire 
store was down about 15 per cent from 
the year before. This was in a period 
when national figures showed a gen- 
eral decrease of about 20 per cent in 
jewelry stores. He added: “But we 
are really doing all right in the dia- 
mond department. It is only about 5 
per cent below last year, which is 
nothing to complain about.” 

A month later I was in the South 
where I visited a jeweler I knew to be 
doing a good job. Whenever he had a 
diamond customer, he took him imme- 
diately into a diamond room. This has 
an added advantage with the young 
couple who may feel a little shy. The 
room is small. The light is excellent. 
His diamond scales and grading ap- 
paratus are there, lending the profes- 
sional touch. He explains why color 
affects the price of the diamond and 
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shows them what color means in a 
diamond. He talks about inclusions. 
They see the diamonds magnified ten 
times so that they can see any inclu- 
sions themselves. He has diamond min- 
ing and cutting photographs on the 
wall. If a customer complains that the 
price is high for anything so small, he 
gives them facts on mining and cut- 
ting, using the pictures to illustrate. 
His customers leave feeling, rightly, 
that they have acquired a great deal of 
knowledge about diamonds. They stay 
sold. 

When I asked him how diamond 
sales were, he said: “Last month was 
97 per cent ahead of the same month 
last year.” In our conversation, he 
spoke of the fact that many young cou- 
ples who purchased their diamonds 
from him brought in other young cou- 
ples. In other words, he was success- 
fully making salesmen of his customers. 


A CUSTOMER TRAINED TO SELL 


What happens when a young couple 
buys that all-important diamond? A 
diamond on the third finger of the left 
hand is the symbol of a woman loved 
and in love. The couple may be a little 
shy about talking of their new-found 
happiness, but since the diamond and 
the happiness are synonymous it will 
be fun to talk about the diamond. 

I overheard a discussion of the 
“new” diamond at a party. The en- 
gaged couple were showing the ring 
to the about-to-be-engaged boy and 
girl. 

“It came from Africa,” said the 
prospective bridegroom. “Do you know 
that they had to go through twenty- 
three tons of rock in the mines over 
there to get that diamond ?” 
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From his tone, you know he had 
visions of innumerable workers toiling 
long hours just so his girl could wear 
that diamond. It was a half-carat dia- 
mond. He spoke with authority about 
cutting. He had a few scientific terms 
that he loved to use. He finished by 
saying: ‘““When you people are ready, 
you go to Blank’s. He certainly knows 
diamonds. I'll be glad to introduce you 
to him if you want me to.” 

From the rapt attention given him, 
it was obvious that Blank had devel- 
oped a successful salesman. 


GOOD OR BAD, YOUR SALES JOB LASTS 


I heard a jeweler once say: “Our 
salesmen don’t have to know anything 
about diamonds. They know that only 
top-quality stones are given them to 
sell and that is all they have to know !” 

It is not that simple. One of the 
quickest things to communicate itself 
to the customer is a price consciousness 
on the part of the salesman. If a dia- 
mond salesman knows the background 
of diamonds—the mining, the cutting, 
the grading, the scarcity of fine quality 

it gives him an understanding of the 
prices he quotes. He passes that under- 
standing along to his customer. 

If diamonds are sold on price alone, 
it can be disastrous. The purchaser may 
feel, knowing nothing about it, that a 
certain diamond is a “‘bargain” because 
it is a large stone for the money spent. 
Sooner or later, he is going to learn 
what he purchased. When he learns 
this from the outside, he will feel that 
the jeweler took advantage of his 
ignorance, even though the ring was 
fairly priced for its quality. He might 
still have purchased the same ring had 


he known. There is always a market 
for “showy” merchandise. The fact 
that he learned from the outside and 
not from the jeweler has made an en- 
emy for the store. Future gift and 
anniversary sales have been lost. 

The diamond is the hardest substance 
known. It has an enduring quality that 
we love. This very quality which sells 
many diamonds can work in reverse. 
If misrepresented, either directly or 
through failure to give complete infor- 
mation, it will be there to remind the 
customer of his bad judgment long 
after many other purchases are for- 
gotten. Not long ago a woman in one 
of my audiences told me of a poor dia- 
mond purchase her grandfather had 
made. She had the diamond. She said: 
“When you buy diamonds, you don't 
know what you are getting.” Two 
generations after it was bought, she 
still regarded diamonds __ skeptically. 
Grandpa may have lost more money on 
a horse trade, but the horse is dead and 
the trade forgotten. 


WHEN EVERY MAN IS A SCIENTIST 


The consumer has a greater desire 
for information today than ever before. 
It is the age of science and there is a 
love of scientific terms. You have only 
to go through some of our popular 
magazines and note the number of 
articles with a scientific twist. The 
smart retailer takes advantage of this 
trend of the times. If his salesgirls 
are equipped with useful facts about 
his merchandise to pass along to his 
customers, it will do more than aid 
the girls to make sales across the 
counter. 

When the merchandise leaves your 

(Continued on page 36) 
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Grocers’ Counters in the Kitchen 


A Study of the Door-to-Door Sales of 
Grocery Products 


Francis A. BABIONE 


Assistant Professor of Economics and Commerce 
Pennsylvania State College 


FACTS NEEDED 

Door-to-door selling to housewives 
accounted for sales of tea, coffee, and 
related grocery products in excess of 
$150,000,000 in 1949, And there is 
ample evidence that it was responsible 
for equally as important sales totals 
in other lines of merchandise. Despite 
this impressive record, door-to-door 
selling continues to be _ criticized, 
maligned, and misunderstood. Many 
people have little knowledge of it other 
than through its portrayals in comic 
cartoons and their personal experiences 
with aggressive magazine solicitors. 
Discussions in marketing texts, based 
on Census of Business data, stress the 
relatively high operating costs of man- 
ufacturers who sell direct to consumers, 
thereby presenting this method of dis- 
tribution in an unfavorable light. A 
primary oversight of the latter evalua- 
tion is a failure to compare the margins 
received respectively by retail stores 
and direct selling firms on identical 
goods. Finally, local trade groups have 
presented a hostile front to door-to- 
door selling and have frequently se- 
cured the enactment of ordinances 
designed to hamper the door-to-door 
salesman. 

To provide a basis for a_ better 
understanding of this apparently effec- 
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tive sales technique, a study of door- 
to-door selling was undertaken during 
the latter part of 1948 and the early 
part of 1949. Due to the size of the 
field, it was limited to an investigation 
of the several aspects of one type— 
the home service selling of tea, coffee, 
and related grocery products. The find- 
ings indicate the extent of patronage 
and the attitudes of typical housewives 
toward this method of distribution. 
The data should prove interesting both 
to firms engaged in this type of sell- 
ing and, in general, to students of 
marketing. 


EXTENT OF OPERATION 


The membership of the National Re- 
tail Tea & Coffee Merchants Asso- 
ciation included 148 firms in 1949, 
These firms operated a total of 6,147 
routes, serving more than 3,000,000 
customers.! Each route covered an 
average of 500 cus- 
tomers. s\s each customer is called on 


approximately 


once every two weeks, the route sales- 
man averages 250 calls weekly, or 50 
each day. Assuming average sales of 
$2.00 per call, a salesman should make 
sales per week, or $26,000 


paps 
about $5 

1 Based on correspondence (September 
1949) with the Secretary-Manager of the 


association 
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per year. With an average annual sale 
of $52.00 per customer, the total vol- 
ume for the member firms should ex- 
ceed $150,000,000 per year. 

For example, the Jewel Tea Com- 
pany, leader in the field, was reported 
to be averaging $500 per week per 
salesman in 1947, and to have set a 
goal of $600 per week per salesman 
for 1948. Operating 1,876 routes in 
43 states during 1948, the attainment 
of this objective would have yielded 
total sales of nearly $60,000,000.? An- 
other leading firm, The Grand Union 
Company, operated 800 routes in 36 
states during the same year.* Assuming 
a level of sales comparable to that ex- 
perienced by the Jewel Tea Company, 
the total sales of these two firms ac- 
counted for more than one half of the 
total sales of the member firms. 


METHOD OF OPERATION 


A large percentage of the 148 firms 
in the industry use the words “tea” 
or “coffee” in the firm name, though 
the chief product handled, regardless 
of the firm name, is coffee. The Jewel 
Tea Company prior to the Second 
World War achieved one half of its 
total volume in this item alone. This is 
not a surprising fact when it is remem- 
bered that coffee is a staple commodity 
which most families use in a rather con- 
stant volume. In addition, these com- 
panies usually stock from 50 to 75 other 
long-profit items normally found in the 
typical grocery store, plus_ toiletries 
and home remedies. The salesman calls 
at the same time every two weeks. At 

2 Moody's Manual of Investments (1949), 


p. 2407. 
8 [bid., p. 2263. 


this time, he delivers the order taken 
on his last call. He also carries samples 
of several new items in his delivery 
basket as the basis for soliciting the 
next order. A customer is expected to 
buy regularly two pounds of coffee, 
other packaged grocery items, washing 
powder, and one or two of the house- 
hold or toiletry items currently being 
promoted. With coffee featured at $1.80 
and up for three pounds during 1949, 
it is evident that single orders should 
easily average in excess of $2.00 or 
more. 


PREMIUM PLANS 


The use of “advanced premiums” 
by many of the larger firms is a unique 
feature of this method of distribution. 
As a basis for soliciting the housewife’s 
first order and insuring her continued 
patronage, she is offered her choice of 
a variety of kitchen utensils, tableware, 
small electric appliances, and the like. 
She may select, for example, an electric 
iron with a retail value of $5.50, which 
can be “earned” by accumulating 550 
“advertising credits” through her regu- 
lar orders. Unlike the many other pre- 
mium plans in common use, the iron 
is given to her at the time of her first 
order. 

Certain leading firms offer advertis- 
ing credits at a rate of about 10 per 
cent of the price of the product pur- 
chased, with the rate varying accord- 
ing to the profitableness of the item. 
If purchases average $2.00 each two 
weeks, it requires more than a year’s 
purchases to redeem the electric iron 
(20 credits with each order, and 271% 
separate orders). Before a premium is 
redeemed, a customer is encouraged to 
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add another premium to her account, 
thereby largely ensuring her continued 
patronage. This plan has been termed 
“a refined and gentle form of economic 
peonage that holds her . . . with hoops 
of steel.” 4 

The great demand for many types of 
household goods following the Second 
World War presented an opportunity 
for these companies to offer more costly 
merchandise on a budget plan apart 
from the regular grocery products and 
related premiums. The plan adopted by 
the Jewel Tea Company in 1947 per- 
mits a customer to buy articles valued 
up to $25.00 with a down payment of 
$2.00 or 10 per cent, whichever is 
larger, and biweekly payments of 
$2.00.5 This plan substantially in- 
creases the total sales per route and 
enables the better salesman to increase 
his earnings to as much as $70.00 per 
week, General Electric appliances are 
offered by Jewel, and Westinghouse 
brands are carried by Grand Union. 
This indicates that quality housewares 
are featured. However, many execu- 
tives in the industry view this depar- 
ture into sideline merchandise with 
misgivings. They feel that it must ulti- 
mately give rise to serious collection 
problems and possibly divert volume 
from the staple lines which ensure 
steady repeat orders. 


METHOD OF THE CONSUMER STUDY 
AND SUMMARY OF FINDINGS 
An interviewing program was de- 


4 Business Week, September 6, 1949, p. 26. 
5 Moody’s Manual of Investments (1949), 
p. 2407. 
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signed to draw responses from repre- 
sentative communities in central and 
eastern Pennsylvania in equal num- 
bers. Three larger cities and five essen- 
tially rural communities were selected 
in each area. Most of the villages are 
located some distance from major 
trading areas, thus assuring small-town 
buying habits and attitudes. 

Twenty-five interviews were secured 
with housewives in each city, and 10 
in each village, making a total of 150 
in larger centers and 100 in rural com- 
munities. Interviews were secured only 
in middle-class homes, excluding the 
highest income groups and the very 
poor areas, which do not provide good 
prospects for this service. Areas were 
selected in which home service selling 
is promoted to advantage. The random 
sampling technique was employed. All 
interviewing was conducted by a man 
qualified in this work both by expe- 
rience and specialized study. The use 
of a single interviewer ensured uni- 
formity in approach and questioning of 
respondents. 

Respondents logically fall into three 
categories : those now patronizing route 
salesmen, those who formerly were 
customers but are not now buying, and 
those who have never purchased 
through this plan. Many of those in 
the last group have never been asked 
to purchase. This group, then, provides 
a fertile large field for increased pro- 
motional efforts. An over-all summary 
by section of the state and by size of 
the community is presented in the fol- 
lowing table: 
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TABLE I 


EXTENT OF BUYING FROM HOME SALESMEN * 


Buy Now 


SECTION Number Per Cent 
Central Pennsylvania 
SERUM Ui wis Keble Ave shines 16 21.3 
Small towns .......... 14 28.0 
LUC. | ener 30 24.0 
Eastern Pennsylvania 
RE sy an SET NASER s 15 20.0 
Sirial) HOWNS .. «060.4. 5 10.0 
ORAL cs Kan exes 20 16.0 
Grand total ....... 50 20.0 


UseEp To Buy NEVER BOUGHT 
Number PerCent Number Per Cent 


23 30.7 36 48.0 
15 30.0 21 42.0 
38 30.4 57 45.6 
14 18.7 46 G13, 
10 20.0 35 70.0 
24 19.2 81 64.8 
62 24.8 138 38.2 


* Based on 250 interviews: 125 in each section, of which 75 were in cities and 50 in 


small towns. 


DESIGN OF STUDY 


The study was designed to set forth 
various phases of buying practices and 
attitudes that might serve as guides 
to firms in the field as well as yield a 
comprehensive picture of the manner 
in which this marketing plan functions. 
Certain of the more salient aspects of 
the findings are summarized in the suc- 
ceeding paragraphs together with per- 
tinent suggestions for firms in the 
industry. 


CONCLUSIONS WITH RESPECT TO 
CURRENT CUSTOMERS 


One fifth of the housewives inter- 
viewed are now customers. Many of 
them were influenced to start buying 
because of friends who liked the plan. 
They, in turn, are in a position to 
recommend it to their friends, and their 
suggestions should prove of great 
value to route salesmen in securing 
names of prospects. Questions on atti- 
tudes reveal the extent of their loyalty. 


By a ratio of almost three to one, the 
individuals in this group state that they 
would be willing to buy even if the pre- 
mium plan were omitted. Nearly all of 
them like the call of the salesman but 
find fault with the time of his call. This 
provides a difficult problem to solve. 

The attitudes of the respondents 
toward price and quality are somewhat 
less favorable. More than one fourth 
of them find values somewhat unsatis- 
factory in that higher prices are not 
matched by higher quality when meas- 
ured against store price-quality stand- 
ards. Almost as many, however, find 
product quality superior and prices as 
low or lower than store prices. The big 
challenge to the home service firms is 
that of changing the attitudes of those 
who seem dissatisfied with current 
values offered. It is this group that is 
most likely to discontinue purchases 
upon some small pretext whereas the 
real basis for it may be a feeling that 
prices are unwarrantedly high. 
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To enable its salesmen to meet such 
challenges successfully, one firm is ap- 
proaching the problem by making cer- 
tain that each salesman’s family is sold 
on its products to the extent of being 
users of them. It correctly recognizes 
that enthusiasm engendered by per- 
sonal satisfaction will carry through to 
the presentation of products to cus- 
tomers. This firm also explores all 
avenues that lend themselves to pro- 
moting quality. These include, for ex- 
ample, package appearance, descriptive 
literature, recipes and instructions for 
use, and dress and deportment of sales- 
men. Lacking the usual media of 
display, radio, and periodical adver- 
tising, the home service firm must tell 
its story all the more convincingly 
through other channels. 

For the most part, the survey shows 
that the premiums last received from 
the route salesmen were of a utility 
nature. A special feature of the survey, 
however, disclosed considerable inter- 
est in premiums of a personal or gift 
quality, such as handbags, necklaces, 
and compacts. An over-all summary of 
premium preferences on the part of all 
respondents, customers as well as 
others, reveals a decided preference 
for household premiums to personal 
premiums. 

The lack of uniformity among firms 
with respect to “advertising credits” 
granted with a given purchase clearly 
indicates the need for continued study 
of this aspect of the use of premiums. 
One firm grants 6 credits with the 
coffee, 
another al- 


pounds of 
gives 10, and 
It seems unlikely that these 


purchase of 3 
another 
lows 20. 


credit values were the outcome of an 
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, 


objective study of probable customer 
reaction to different quantities. In like 
manner, variations in credits offered 
for different kinds of goods might be 
examined. What, for example, is the 
housewife’s reaction to the generous 
twenty credits offered with a can of 
baking powder when compared with 
those given for other purchases? 


ATTITUDES OF FORMER CUSTOMERS 


There are more former buyers than 
current customers. Why they stopped 
buying, and whether or not they might 
again be persuaded to purchase are 
important questions. Comments with 
respect to reasons for stopping may not 
be strictly valid in that they refer to 
decisions made in the past, but they 
do reflect the current thinking of the 
respondents. Likewise, they represent 
the arguments or types of resistance 
which the solicitor encounters when 
offering this purchase plan. The asser- 
tion that prices are high stands out 
prominently at three points in the in- 
terviews with this group. Unless this 
can be counteracted effectively in the 
solicitor’s presentation, there seems to 
be little likelihood of renewing their 
patronage, 

A substantial number of former cus- 
tomers stated that they did not use 
enough to justify further calls of the 
route salesmen. This assertion, if taken 
at its face value, indicates that they 
were not “sold” on the value of the 
varied items presented or that the sales- 
men were too aggressive in attempting 
to build up orders. In the latter case 
they were made to feel that modest 
orders were not appreciated. Corrective 
measures through sales training are in- 
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dicated in either instance. A substan- 
tial majority, however, liked the call 
of the salesmen, and only a few made 
any pointed criticism of the salesmen’s 
methods. Still, this does not prove that 
the men were using effective selling 
methods. 

More than one half of the group did 
not like the premium plan, charging 
most frequently that “you pay for the 
premiums.” This reflects partly their 
attitudes toward prices, but it may also 
stem from the varied policies with 
respect to allowing advertising credits, 
a matter discussed in the preceding 
section. 


ATTITUDES OF THOSE WHO NEVER 
BOUGHT 


This group is twice as large as the 
preceding one, and it constitutes the 
only good source of new customers. 
Nearly two thirds of them have been 
asked to buy, and refused, but the re- 
mainder represent an unsolicited group 
almost as large as the number of cur- 
rent customers. The survey indicates 
that in any representative group of 100 
homes from middle-income groups 
there should be approximately 20 cur- 
rent customers, 24 former customers, 
36 who were solicited and did not buy, 
and 20 who have never been asked to 
buy. Those who refused to buy most 
frequently state that it would prove a 
bother or inconvenience. Other objec- 
tions reflect the element of habit or 
inertia that underlies their preference 
for continuing their current mode of 
purchasing. A study of the methods 
practiced by successful solicitors, either 
within a single firm or collectively by 
the trade group, should go far toward 


reducing these lost sales opportunities. 

Attitudes toward price and quality 
are more favorable than those held by 
the group of former customers. More 
than one half of this group have friends 
who patronize home-service salesmen, 
most of whom are reported to hold the 
plan in high esteem. These factors tend 
to minimize the resistance to be en- 
countered by solicitors. Nevertheless, 
only 12 of these 138 nonbuyers indi- 
cate that they might be persuaded to 
buy by this plan. 


SUMMARY 


Home-service selling of tea, coffee, 
and miscellaneous food products is a 
well-established method of distributing 
a limited line of grocery items. Repre- 
senting a pioneering method of market- 
ing, it annually provides more than 
three million families with products 
valued in excess of $150,000,000. The 
fact that door-to-door selling and the 
use of premiums are widely used as 
promotional devices in many other in- 
dustries betokens continued success for 
the firms which are strongly entrenched 
in this field. Viewed in the light of the 
typical family’s total grocery require- 
ments, however, the volume of  busi- 
ness is less impressive. The average 
customer spends approximately $1.00 
per week ($2.00 per order) on prod- 
ucts delivered by the route salesman. 

Although this limited patronage 
proves profitable to the vendor and af- 
fords a satisfactory income to the sales- 
man, it still presents the challenge of 
increasing the average purchase. This 
entails the selling of a greater variety 
of products to the low-volume buyers. 

(Continued on page 42) 
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What the A & P Case Is All About 


GopFrREY M. LEBHAR 


Editor-in-Chief, Chain Store Age 


THE CASE BEFORE THE PUBLIC 


The antitrust case filed against the 
A & P Tea Company last September 
has probably aroused more public in- 
terest than any other antitrust case the 
Department of Justice has ever started. 

That is due primarily to the un- 
precedented amount of publicity given 
to it by A & P through paid adver- 
tising, on the one hand, and by the 
Department of Justice through press 
releases, broadcasts, and platform 
speeches, on the other. 

To let the public know about the 
case and what would happen if the 
government wins, A & P 
running a series of full-page advertise- 


has been 


ments in all the newspapers in which 
it ordinarily runs its regular trade ad- 
vertising, and blowups of the adver- 
tisements have been posted in each of 
the company’s 4,647 stores. As the pop- 
ulation of the thirty-seven states in 
which A & P_ operates exceeds 
140,000,000, it is easy to see that A & 
P’s story has been carried to the great 
majority of the people. And, of course, 
the government's press releases have 
covered an even wider area because 
they were distributed wherever the As- 
sociated Press and other wire services 
have members. 


A & P'S APPEAL TO FAIR PLAY 


A & 
P’s message has assured widespread 
interest because it has appealed to the 
public’s sense of fair play as well as 
to the public’s self-interest. It has pro- 


Furthermore, the character of 
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claimed not only that the government's 
charges are baseless and that any pun- 
ishment at all would therefore be un- 
justified but that the “death sentence”’ 
demanded would hurt the public itself 
because it would mean the end of the 
economies which the A & P system 
as now set up has been able to offer 
its customers by reason of its large- 
scale, integrated operation. 

A & P’s claim that the government's 
charges are baseless is easily established 
in the public’s mind. For does not an 
antitrust case mean that the defendant 
is accused of having a monopoly, and 
everybody knows that A & P has no 
monopoly? Certainly everybody who 
lives within the trading area of an 
A & P store knows that there are 
plenty of other grocery stores to trade 
in if you do not like A & P prices or 
A & P service or A & P. 


GOVERNMENT CLAIMS 


Although such conclusions on the 
part of the public may be oversimplify- 
ing the issues in the case, they are 
supported by these facts: 


1. The government does claim that 
A & P has a monopoly. Paragraph 21 
of the complaint in the case charges 
defendants with having ‘combined and 
conspired to monopolize a substantial 
part” of the food trade, and Paragraph 
22 alleges “that they have done the 
things which they conspired to do.” 
lhe Attorney-General in radio broad- 
casts and public speeches has reiterated 
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the charge that A & P enjoys an actual 
monopoly in many of the areas in which 
it operates. 

2. Because nobody, but nobody (to 
borrow Gimbel’s device for emphasis ) 
knows of any community in which 
A & P has a monopoly and because the 
complaint itself points out that A & P’s 
sales in 1947 “amounted to but 6.4 per 
cent of the national total made by ap- 
proximately 600,000 retail food stores 
throughout the United States,” the 
charge of monopoly so far as the A & P 
is concerned makes no sense whatever. 


“ENJOYING” vs. “CONTROLLING” 
BUSINESS 

Of course, although A & P does 
only 6.4 per cent of the total food busi- 
ness, its percentage in particular areas 
and communities is greater. In some 
communities A & P may enjoy as much 
as 20 per cent of the available trade. 
In a relatively few cases, the percent- 
age may be substantially greater. But 
the important point to remember in this 
connection, which the government has 
consistently overlooked, but which the 
public seems to recognize instinctively, 
is that enjoying a given percentage of 
the available business and controlling it 
are two entirely different things. 

The fact is that A & P does not 
control a single dollar’s worth of busi- 
ness anywhere it operates. Nowhere 
is it able to raise prices to the detri- 
ment of the consumer—the real test of 
both control and monopoly—because 
A & P faces active price competition 
everywhere it operates. And because 
the public sees enough food stores, both 
chain and independent, to know that 
the A & P store is just another food 


store that it can patronize or pass by 
just as it does any of the others, the 
obvious conclusion reached is that the 
charge of monopoly is baseless. 


WHY GOVERNMENT ACTS 


3ut if the public is right, how can 
the government be so wrong? 

Of course, one answer is that the 
government has been wrong before. 
On two different occasions, courts have 
thrown out charges of monopoly 
against A & P on the ground that the 
government presented no facts upon 
which to sustain them. Whatever the 
motive was for starting those cases 
may be the reason for the present one. 

Our law-enforcement agencies con- 
stantly receive complaints that may 
or may not rest on a sound basis. 
Usually, if the available evidence seems 
to be inadequate to sustain the charge, 
that is the end of the complaint. But 
sometimes the political importance of 
the complainant may move _ public 
prosecutors to file complaints or seek 
indictments even in cases which they 
know they will never be able to sustain. 


ACTION DEMANDED BY N.A.R.G.U.S. 


It is a matter of record that the 
Department of Justice was the subject 
of just such pressure in the case in 
question. In the June issue of the Na- 
tional Grocers Bulletin, the journal of 
the National Association of Retail 
Grocers, appeared a copy of a letter 
which the association’s president had 
sent to the Attorney-General just as 
the issue was going to press. The head- 
line read: “NARGUS Demands Fur- 
ther Action Against A & P.” The 
opening paragraph of the letter read: 
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As President of the National Association 
of Retail Grocers and spokesman for 63,000 
independent retail merchants who make up 
its membership, I urge you to institute, on 
behalf of the people, a civil anti-trust action 
against the Atlantic & Pacific Tea Co. 

Obviously when a national associa- 
tion representing 63,000 independent 
grocers calls on a government official 
to take action against a single big com- 
pany like A & P, a politician does not 
care too much whether such action will 
be sustained in the courts. 

3ut another answer is that the gov- 
ernment might actually believe that it 
has a sound antitrust case against A & 
P even though it knows that A & P 
has no monopoly. 


MANY WAYS TO VIOLATE SHERMAN ACT 


The fact is, though the lay public 
can hardly be expected to know it, that 
you can violate the Sherman Antitrust 
Act in numerous ways without having 
even a semblance of a monopoly. 

A monopoly exists only where the 
power to sell resides in the hands of a 
single individual or a single company. 
And that is the way the public under- 
stands the term. What the public does 
not know is that the Sherman Act does 
not confine itself to prohibiting monop- 
oly. It also prohibits (a) combinations 
and conspiracies which “restrain trade” 
and (b) attempts to monopolize trade 
or “a substantial part” of it. 

The object of the law, of course, is 
to prevent any conduct that might 
eventually result in monopoly even 
though such a consequence may be 
more or less remote and also to pre- 
vent conduct of a monopolistic nature 
deemed to be against the public interest 
even though it might never result in 


Spring 1950 


actual monopoly. Thousands of indi- 
viduals and companies through the 
years have been found guilty of vio- 
lating the antitrust laws, but in the 
vast majority of cases it was not even 
suggested that they had anything in 
the way of a monopoly. 

A case in point is that of the five 
leading department stores in Philadel- 
phia, which have just paid fines of 
$2,500 each in an antitrust suit in 
which the charge was that they had 
agreed upon a common policy in estab- 
lishing prices. Items priced below $1.00, 
for instance, were to be invariably 
either 99 cents, 98 cents, 89 cents, or 
less. In other words, no item would 
be priced between 89 cents and 98 
cents. Similar agreements covered 
items priced between $1.00 and $10.00, 
and items priced above $10.00. The 
government claimed that the agreement 
restrained competition and resulted in 
higher prices than might have been set 
but for the policy agreed upon. 

The companies abandoned the prac- 
tice after the filing of the antitrust 
suits, decided not to defend themselves 
against the charge, and were thereupon 
fined. 

The point is that although nobody 
claimed that these five department 
stores had a monopoly in Philadelphia, 
or any idea of establishing one, they 
were fined for violating the antitrust 
laws just the same. 


GOVERN MENT CHARGES 


With such a picture of the scope of 
the antitrust laws in mind the present 
case against A & P would hardly have 
caused a ripple of public interest but 
for (1) the government’s insistence, 
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in defiance of common knowledge, that 
A & P has an actual monopoly in a 
substantial number of the areas in 
which it operates and (2) the drastic 
character of the relief the government 
demands. 

Eliminating as unworthy of further 
consideration that part of the govern- 
ment’s claim which is obviously un- 
tenable, what illegal practices does the 
government allege against A & P? 

They may be generalized under two 
main heads: coercive buying practices 
and ruthless retail competition. 

The A & P is accused not only of 
“systematically” compelling suppliers 
to give it illegal price preferences but 
also of knowingly accepting such pref- 
erences even though they were not 
coerced, both of which practices are 
illegal. 

At the retail level, A & P is accused 
of attempting to put competititors in 
selected areas out of business by run- 
ning its own stores “in the red.” It 
is charged that A & P’s excessively 
low prices in such areas were made 
possible by (a) retail profits realized in 
other areas, (>) manufacturing profits, 
(c) other “nonretail” profits, and (d) 
advantages arising from the alleged 
coercive buying practices. 

Finally, the government charges that 
one of A & P’s subsidiaries, the At- 
lantic Commission Company (referred 
to as ACCO for brevity’s sake), which 
functioned as A & P’s fresh-fruit and 
vegetable buying department, also en- 
gaged in the buying and selling of such 
produce for and to the trade in general 
and that by acting in such a “dual 
capacity” A & P secured certain illegal 
advantages over its competitors. One 


of those alleged advantages was that 
the profits derived from the “dual” 
function of ACCO were used to sub- 
sidize A & P’s retail operations. 
PENALTIES DEMANDED 

Upon the basis of these charges and 
the fact that A & P was tried on the 
same charges in 1945, was found 
guilty, and was fined $175,000, the gov- 
ernment now asks what is tantamount 
to a “death sentence.” It asks that the 
A & P be dismembered: that the At- 
lantic Commission Company be dis- 
solved, that each of the four manu- 
facturing and processing subsidiaries 
be disposed of to a different buyer, and 
that the retail operation be broken up 
into seven parts and each of them sold 
to a different buyer who shall have no 
interest in either any of the other parts 
or any of the manufacturing and proc- 
essing companies. 

The first confusing question which 
arises is: If the company has already 
been tried, convicted, and fined on the 
same charges, how can it be tried 
again ? 

Of course nobody may be tried twice 
for the same criminal offense. But vio- 
lations of the Sherman Antitrust Act 
are not only made a criminal offense 
but they are specifically made subject 
to a civil proceeding, like the present 
one, in which an injunction may be 
granted provided, of course, the gov- 
ernment can show adequate grounds 
for it. 

Sut if the civil suit provided for may 
lead only to an injunction how can 
the government ask for A & P's 
destruction ¢ 

The power of the courts to issue in- 
junctions in this type of case has been 
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construed to include the power to order 
dissolution of combinations in restraint 
of trade where that is the only effective 
way in which their illegal activities can 
be stopped. 


CAN A & P OPERATE LEGALLY ? 


Is it necessary to destroy A & P 
in order to prevent it from committing 
the offenses alleged against it? Obvi- 
ously the government is contending 
that the only way A & P, as now set 
up, can operate lawfully is by not op- 
erating at all! That, of course, is tanta- 
mount to saying that A & P cannot 
avoid running some of its stores de- 


‘ 


liberately ‘‘in the red” for the purpose 
of putting competitors out of business 
and that it cannot avoid using ACCO in 
a “dual capacity.” 

Let us consider each of these as- 
sumptions in turn. 

A & P 
five thousand different suppliers. The 


buys from some twenty- 


charge that it “‘systematically” coerces 
them into giving it illegal price pref- 
erences was supported in the previous 
trial by the presentation of sixteen al- 
leged specific examples. On the other 
hand, A & P presented evidence to 
show that in every instance either the 
allowance received was legally justified 
or that it did not know it had received 
a preference, if, indeed, it received one. 
Whether or not A & P succeeded in 
convincing the court that the charges 
of coercion were unfounded is not par- 
ticularly important for our present 
purpose, for the question here is not 
what A & P may have done in the 
past but whether it can avoid coercive 
buying practices in future. 

What is there in A & P’s operation 
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that distinguishes it from any other 
company in that respect? Unless it be 
contended that no big company can 
avoid illegal buying practices, what 
sound basis is there for assuming that 
A & P cannot avoid them? 

So far as the charge of ruthless retail 
competition is concerned, it is obviously 
based on the fact, which was brought 
out in the previous trial, that a large 
number of A & P stores did operate 
in the red for varying lengths of time 
back in the 1930's. Of course, the “$64 
question” in that connection was 
whether they were operated in the red 
deliberately for the sinister purpose 
charged by the government or whether, 
as the company undertook to prove, 
the losses occurred despite everything 
A & P did to avert them. On that 
point, A & P’s top executives went on 
the stand and swore positively and 
without reservation, and without im- 
peachment, that no store was ever 
operated at a loss for the purpose of 
putting competitors out of business or 
for any purpose other than the legiti- 
mate one of attempting to attract 
enough additional volume so that it 
would not have to operate in the red 
any longer. 

But here again the question is not 
what A & P may have done in the 
past in this connection but what it can 
avoid doing in future. And the question 
whether A & P can avoid operating 
stores in the red deliberately for, the 
purpose of putting competitors out 
of business hardly calls for serious 
consideration. 

The final question, covering the so- 
called “dual capacity” in which ACCO 


is alleged to have acted, and upon the 
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strength of which A & P was found 
guilty of violating the antitrust law in 
the previous case, is completely an- 
swered by what has actually happened. 
When the decision in the criminal case 
was upheld by the circuit court last 
February, ACCO discontinued its so- 
called “dual” activities, confining its 
operation exclusively to servicing A & 
P’s own stores. That would seem to 
answer the question of whether A & P 
can avoid having ACCO act in a dual 
capacity. 

Now if there is nothing in A & P’s 
alleged illegal practices of the past to 
warrant the conclusion that they are 
bound to recur, what justification can 
there possibly be for the drastic de- 
cree of destruction the government is 
asking ? 


A SIMPLE BUT EFFECTIVE SOLUTION 


My own view is that there is none 
and that the court will so find. Cer- 
tainly if a simple injunction restraining 
A & P from such illegal acts as have 
been discussed above would do the 
trick, no court would go any further. 
That a simple injunction would be all 
that is necessary would seem to follow 
from the fact that if such an injunction 
were granted and A & P were there- 
after to violate it, the company and 
its officers would be in contempt of 
court. That would expose them to any 
penalty the court might choose to im- 
pose. The court would not be limited 
to a maximum fine of $5,000 or a year’s 
imprisonment, or both, as provided for 
in the Sherman Act but could impose 
any punishment the offense might 
merit—even the “death sentence’ .which 
the government now asks. 


Can there be any doubt that the 
danger of such a drastic penalty would 
be enough to keep any company within 
the law? And if that is so, what justi- 
fication is there for asking that A & P 
be destroyed unless the government is 
really against “bigness” as such, which 
it has hitherto persistently disavowed ? 


ARE BIGNESS AND COMPETITION 
COMPATIBLE ? 


My own opinion of the Danville deci- 
sion is that it represented a serious 
miscarriage of economic justice. And 
now, on top of that injustice, the gov- 
ernment would go further and destroy 
the company, lock, stock, and _ barrel. 
If the government gets what it is ask- 
ing for, I think it is inevitable that the 
precedent will be used to launch similar 
attacks against every other big com- 
pany. For if A & P cannot avoid vio- 
lating the antitrust laws because of its 
size and its great resources, neither can 
any other big company. 

If the philosophy of the government 
prevails, it will mean the end of our 
economic system, the very heart of 
which has been the freedom of the 
individual and the business unit to reap 
whatever reward its contribution may 
bring and to grow in the process. 

In its efforts to preserve all com- 
petitors, however inefficient they may 
be, the Department of Justice will 
sound the death knell of competition 
itself. For you cannot achieve the main 
purpose of our antitrust laws, which is 
to preserve competition, if at the same 
time you undertake to protect those 
who must necessarily suffer in the com- 
petitive struggle. 


Continued on page 27) 
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Will Big Stores Crush Small Stores? 


LAWRENCE C, LOcKLEY 


Professor of Marketing, New York University Graduate School 
of Business Administration 


People who live on the edge of a live 
volcano are said to become so used to 
its threat that they disregard the dan- 
ger under which they dwell. But the 
small merchant never reaches that 
point of callousness with regard to the 
threat of his large-scale competitors. 
Constantly he appeals to his state and 
federal legislatures to protect him from 
the menace of the big store. 

It is true that the big store has ad- 
vantages. It can buy in larger quanti- 
ties and often in ways which will give 
it a consequently lower price. It oper- 
ates on a scale that will allow it to 
make full use of newspaper, radio, 
television, and outdoor advertising— 
all media which can be used more 
effectively with large appropriations 
than with small. It can employ spe- 
cialists who buy more expertly, who 
display merchandise more attractively, 
who train sales personnel more skill- 
fully, and who finance more economi- 
cally. As a general rule, the large 
merchant has a more favorable stock 
turn. On the whole, the big store has 
the staff and equipment to do a more 
efficient job of retailing than the small 
merchant has. It can usually offer 
equivalent merchandise at lower prices. 

Against these odds, what chance of 
survival does the small merchant have ? 

Statistically, his condition is very 
much more encouraging than his com- 
plaints would suggest. The annual Har- 
vard report, Operating Results of De- 
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partment and Specialty Stores, and the 
New York University Annual Survey 
of Operating Experience of Men's 
Wear Stores both indicate that small 
stores typically earn a higher rate of 
after allowance of a proprie- 





profit 
tary salary—than do large stores. 
Moreover, most of the larger stores 
are corporations employing the savings 
of many people for capital and distrib- 
uting profits to many stockholders 
whereas the smaller stores, even when 
incorporated, are usually owned and 
operated by one or several individuals. 
A typical men’s wear store with yearly 
sales of $250,000 has been turning in, 
during the last number of years, a net 
profit of from $25,000 to $40,000 after 
setting aside a salary for its operator. 
In the department-store field, stores 
of over ten million dollars of volume 
have been earning net profits of 4 to 5 
per cent of sales whereas those of 
smaller volume (and this includes 
those stores of less than $250,000 
sales) have been earning around 7 per 
cent. ee 

Figures like these indicate that the 
small merchant can combine moderate 
savings and his personal attention to 
business to bring at least a comfortable 
return. The persistence of this type of 
showing, year after year, suggests that 
the small merchant has a considerable 
degree of security in his way of life. 

The advantages of the small mer- 
chant are readily recognized. The pro- 
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prietor can give his personal attention 
to all phases of his business. He can 
select a small and reasonably homo- 
geneous market to serve and can adapt 
his merchandise and services specifi- 
cally to the needs of this market. He 
can maintain his operations on a small 
enough scale that he does not need to 
build up a burdensome administrative 
overhead. He can buy close enough to 
his needs to minimize markdowns. 

Almost of equal importance is his 
increasing opportunity to buy under 
advantageous terms. In the various 
soft-line fields, he can take advantage 
of one of a number of organizations 
that provide central merchandising fa- 
cilities for smaller stores. Or if he is in 
the food or the hardware fields, he can 
become a member of a voluntary chain. 
Various similar facilities exist in the 
drug field. Such buying services or ar- 
rangements give the small merchant 
the benefits of close contact with major 
markets and some of the purchasing 
economies of large-scale buying. 

Moreover, the small merchant is 
close enough to his business and to his 
customers to make it possible for him 
to exploit his own personality, to make 
his business a reflection of himself. He 
does not need to spend money con- 
tinuously to establish an institutional 
personality : he and his store are auto- 
matically such. 

Through trade associations such as 
the National Retail Dry Goods Asso- 


ciation, the National Retail Clothiers 


and Furnishers, or the Jewelry Indus- 
try Council—each trade classification 
has one or more associations—he can 
obtain the results of expensive and 
continuous research and trade informa- 


tion. He can place considerable reliance 
on the Department of Commerce ; many 
states provide considerable information 
for small merchants. He can, there- 
fore, take advantage of new develop- 
ments in his field, he can keep in as 
close touch with changing business 
conditions as can the large store, and 
he can adjust his operations to long- 
range trends. 

All this puts a very favorable face 
on the lot of the small merchant. Yet 
it is the small merchant who contrib- 
utes the lion’s share of the failures and 
quittances in the retail field. The fig- 
ures cited earlier showing profit op- 
portunities for small merchants are 
based on studies in which the greater 
proportion of respondents are the more 
progressive and more competent 
smaller merchants. These figures, then, 
do not show average experiences— 
they show what the small merchant can 
do, and what the better small merchant 
does do. 

The research division of the New 
York University School of Retailing 
has made a number of studies involv- 
ing the operations of small merchants 
as well as of large merchants. Retailers 
of photographic equipment, a classifica- 
tion in which profit possibilities are 
excellent, typically maintain inadequate 
records ; they do not know what groups 
of merchandise sell in what proportion, 
what their stock turn is, what their 
relative margins on various types of 
merchandise amount to. Small retail 
jewelers maintain few records, most 
of them having little more than a day 
book in which each sale is recorded. 
They have maintained few running 
analyses, do not know when various 
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types of merchandise sell best, in what 
quantities it should be bought, or when 
it should be promoted. In the men’s 
clothing field, according to the research 
which has gone into the Annual Sur- 
vey of Operating Experience of Men’s 
Wear Stores, it seems safe to estimate 
that nearly three quarters of the 
smaller retailers are not yet operating 
on the retail method of inventory. 

Few studies of retail failures have 
been significant because most of them 
have been based on explanations given 
by failing merchants concerning why 
they were unable to continue in busi- 
ness. These explanations usually cluster 
around the need for more capital, credit 
losses, and the inability to meet price 
competition of larger stores. Yet most 
of these explanations are mere ration- 
alizations of the bankrupts. 

The plain fact is that the small mer- 
chant has an excellent chance to stay 
in business, to compete with the large 
fellow, and to make a good living. But 
all too often, he is in a business for 
which he has no competency. Retailing 
is a skilled occupation. There is much 
to learn. And no one ever alleged that 
running a small store was a job for a 
lazy man. The experience of a good 
many veterans, who were set up in the 
retail business 


through government 


loans, indicates the situation. Those 
who knew how to run stores have done 
well, and those who did not have either 
failed or have eked out meager livings. 


And the point of difference between 
What the A & P Case Is All About 
(Continued from page 24) 

In attacking and destroying bigness 
as such, we will inevitably destroy the 


Spring 1950 


the two groups—the successes and the 
failures—has been retailing knowledge 
and skill or the lack of it. It has not 
been competition from the large store 
but the penalty of ignorance that has 
cut down the ranks of small retailers. 

It is true that large stores compete 
vigorously. But they rarely compete at 
the small dealer. In general, they 
merely try to maximize their sales op- 
portunities just as the skilled small 
merchants do. There are few predatory 
or malevolent forces at work to do ill 
to the small merchant. He fails because 
he is not adequate to the job he has 
cut out for himself. Many lawyers and 
many physicians fail to earn good liv- 
ings in spite of the example of success 
of those who are cut out for the work. 

The inherent recourses of a competi- 
tive economy inevitably afford all use- 
ful types of enterprise the means where- 
with to prosper. But neither co-opera- 
tive effort nor legislation can afford 
the small merchant abilities he does 
not have. You cannot legislate knowl- 
edge. 

The problem of the small retailer is 
not one of protection from his large 
competitors—it is protection from his 
own ignorance and inability. Retailing 
is not the last refuge of the incompe- 
tent. It is a highly competitive business 
requiring knowledge and high abilities 
for success. 

There is no need to pity the small 
merchant. Sympathy should be re- 
served for the dumb ones. 


incentives that have made our economy 
the envy of the world and have given 
us a standard of living which no other 
system has ever matched. 











Mr. Retailer, What Do You Know 


About Your Customers? 
Objective Factors of Retail Patronage 


DonaALp F. BLANKERTZ 


Wharton School, University of Pennsylvania 


INFORMATION NEEDED 


How much does the individual re- 
tailer know about his customers and 
their buying habits in his store? Man- 
ufacturers have utilized marketing re- 
search to acquire much pertinent data 
about the consumers of their products. 
But the retailer has been signally inac- 
tive in employing this technique to 
obtain concrete information about his 
customers—information that might ma- 
terially assist him in adopting the wis- 
est and best merchandise and _ service 
policies for his store. Specifically, 
marketing research might provide him 
with such facts about his customers as 
their incomes, family sizes, buying 
representation of family units, extent 
of division of their allegiance among 
competing stores, cash and credit prac- 
tices of individuals, and their mail, 
phone, or personal shopping habits. 


ONE RETAIL STORE'S FINDINGS 


Clear knowledge of dissected seg- 
ments of his trade can prove invaluable 
to a retailer. For instance, one store 
found that it was wrongfully basing a 
“trade-up” policy on the high unit 
purchases shown to be predominant 
among its charge customers. Actually 
it was obtaining the bulk of its dollar 
sales from a loyal, repeat, cash cus- 
tomer group in the lower-income brack- 


ets, and these customers generally fa- 
vored lower-priced goods. This same 
store also found that only 14 per cent of 
its higher-income customers did not 
have charge accounts with one or more 
of its four main competitors, while 32 
per cent of its lower-income customers 
fell in this category. Put positively, this 
store found over twice as much loyalty 
among its lower-income as among its 
higher-income customers. 

Hence, market research can prove 
as valuable to the retailer of goods as 
to its producer. Intelligent use of its 
techniques can provide each segment 
of our economy with useful informa- 
tion for the conduct of its activities. 
And it is essential to the future well- 
being of the retailer that he utilize 
this relatively inexpensive tool to get 
better acquainted with his customers. 


RESEARCH ON THE MARKETS FOR 
CONSUMER GOODS 


In characterizing the users and non- 
users of the consumer goods of manu- 
facturers much emphasis has _ been 
placed on such objective factors as ap- 
pear in census data. The buyers of 
store-audit and radio research and the 
subscribers to consumer-panel  serv- 
ices, for example, are provided regu- 
larly with breakdowns of their markets 
by such factors as age, sex, family size, 
income, nationality, and occupation. 
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Actually the consumption of most 
products and brands, has been found 
to vary, often sharply, among such 
market segments. A description and 
measure of their markets in these terms 
aids manufacturers in making deci- 
sions on such varying problems as out- 
lets, media, pricing, and packaging. 
All this is a commonplace of modern 
market research. 


RESEARCH ON THE MARKETS OF 
RETAILERS 

The market for the congeries of goods 
sold by a retailer, however, rarely is 
subject to such objective investigation. 
The prevalent assumption is that the 
influences which help to determine 
what people consume are of a different 
order from those which influence where 
they buy. The patrons and nonpatrons 
of individual stores, or of types of 
stores, nearly always are characterized 
by expressed (subjective) attitudes and 
opinions. What people think (or say 
they think) about price, quality, style, 
advertising, and services supposedly 
determines—except for geography— 
where they buy. Some attention is 
given to objective factors, but the 
emphasis in retail research falls on buy- 
ing motives and patronage motives. 


THE UTILITY OF OBJECTIVE RETAIL 
STUDIES 


The purpose here is to consider the 
possible usefulness to retailers of mar- 
ket studies based largely on objective 
factors. A recent study’ along such 
lines placed primary emphasis on fam- 
ily characteristics (such as income, 
number of members, and age of buyers) 
and on expenditure data (such as the 
number and location of credit accounts 
in five department stores and the pro- 
portion of expenditures in each). Illus- 
trative data are taken from this study. 


TYPES OF RETAIL-MARKET STUDIES 

One type of knowledge about cus- 
tomers available to retailers is repre- 
sented by trading-area studies. An 
outstanding example? is the applica- 
tion of Reilly’s Law of Retail Gravita- 
tion. Most such studies, however, at- 
tempt to indicate limits to the centrip- 
etal pull of shopping centers; many 
are made less useful because boun- 
daries are set by artificial political divi- 
sions. Some studies of this type meas- 
ure dispersion for types of outlets or 
for broad categories of goods. 

Shopping-habit studies, other than 
by trading areas, usually emphasize the 
popularity of types of outlets for the 





1.4 Philadelphia Department Store Study, 
made by members of the Marketing Research 
Classes of the Wharton School, University 
of Pennsylvania, in co-operation with the 
store’s research staff, Philadelphia, Pa., 
April 1949. Data was drawn from 467 per- 
sonal interviews in Philadelphia County, 
from 320 mail questionnaires from customers 
in other counties and from store records. 
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The nth sample was a cross section of all 
the credit customers of the store, called 
Store A. This discussion is by the super- 
visor of the study and the research director 
of Store A. 

2 P. D. Converse, Consumer Buying Hab- 
its in Selected South Central Illinots Com- 
munities (University of Illinois Business 
Studies, No. 6, 1948). 
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purchase of specific commodities. News- 
papers (following the pioneer work of 
the Milwaukee Journal), magazines, 
and manufacturers usually make pan- 
try-inventories or local-market studies 
of this type. 

A third type of retail-market study, 
and the only one commonly initiated 
by retailers, concerns shopping prefer- 
ences by days or hours, patronage mo- 
tives, and attitudes toward — store 
operations and services. 

No derogation of such studies is 
intended. Their focus, however, is 
either (1) the market related to all 
customers as units, or (2) customers 
related to the purchase of specific 
goods, or (3) customers related to sub- 
jective attitudes toward retailers and 
their operations. Such studies, indi- 
vidually and in total, do not provide a 
comprehensive statement of shopping 
behavior. Knowledge of retail markets, 
in short, is far from complete. 


RETAILERS’ KNOWLEDGE OF CUSTOMERS 

The practical advantage to a manu- 
facturer of knowing—in relation to 
objective factors—such facts as who 
uses his product and how much they 
use is evident. It is often assumed that 
retailers, particularly department stores, 
either possess such data or have no 
need for it. They already have such 
knowledge, it is believed, because many 
thousands of customers come to the 
stores each selling day and because 
sales slips, want slips, inventory rec- 
ords, credit records, and delivery rec- 
ords provide mountains of pertinent 
data. They have little need for customer 
data, it is thought, because everyone in 
the trading area is a potential cus- 


tomer, because retailers lack the manu- 
facturer’s interest in individual com- 
modities, because customer size has 
little, if any, importance in relation to 
costs, and because no effective means of 
using such customer data exists. 

Without examining each assumption 
in detail, it may be questioned that 
many retailers, even department stores, 
know their customers. The physical 
presence of customers in a store, valu- 
able as it may be to personal selling 
and buying operations, patently fails to 
constitute knowledge of customers. 
Records, although potentially capable 
of yielding much information about cus- 
tomers, actually provide little data. 
Merchandise records, for example, may 
show everything about the number, 
size, and rate of sales for items or 
departments but seldom reveal any- 
thing at all about the characteristics or 
actions of the purchasers and consum- 
ers of the goods. The sum of such 
individual knowledge does not make a 
cogent whole about customer wants, 
much less about their shopping habits. 
Credit records, in practice, add little 
but names and addresses. Indeed, when 
customer research based on credit rec- 
ords is attempted, the data often prove 
to be incomplete, out of date, or so 
difficult to accumulate for a sample of 
customers that the cost is prohibitive. 
Worth noting is the fact that this 
problem is not inevitable but springs 
rather from the design of systems 
solely for sales-slip expediting and 
auditing purposes. 

A claim, therefore, can be made that 
few retailers know, really know, their 
customers. A partial list of the usual 
“areas of ignorance” would include: 
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(1) income distribution in total or by 
any breakdown of customers; (2) cash 
vs. credit spending habits; (3) the 
number and character of cash buyers; 
(4) family-size distribution of patron 
families; (5) age distribution; (6) 
distribution of customers by number of 
competitors patronized, number of 
credit accounts maintained, relative ex- 
penditures, or type of expenditures ; 
and (7) customer distribution by fre- 
quency of trips to the shopping center, 
by visits to the store, or by patronage 
of specific departments. 

Good a priori reasons exist, however, 
for assuming that such characteristics 
and actions of shoppers are influential 
factors in market behavior and are re- 
lated to the nature, extent, and fre- 
quency of patronage at given stores or 
given types of stores. In their search 
for goods, services, and shopping 
places, buyers develop habits that may 
be equally as strong as subjective atti- 
tudes in shaping patronage patterns. 
Customers, moreover, are not homoge- 
neous; different groups exhibit dis- 
tinctly different patterns of behavior. 


ILLUSTRATIVE OF 
OF PATRONAGE 


OBJECTIVE FACTORS 


To illustrate briefly the relation be- 
tween objective factors and patronage 
several examples may be taken. 

Income. Many assumptions are 
made about how income differences 
affect shopping behavior. For present 
purposes one assumption commonly 
made by store managements may be 
considered: the higher the incomes of 
a group of families patronizing a store, 
the greater will be their dollar 
expenditures. 


1 


In investigating the small-account 
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problem of Store A it was found that 
46 per cent of credit customers were 
in the $4,000-and-over bracket (called 
the high-income group) compared to 
25 per cent of such families in the 
trading area, that 45 per cent were in 
the $2,000-to-$3,999 bracket (middle- 
income group) compared to 40 per cent 
in the area, and that 9 per cent were 
in the less-than-$2,000 bracket (low- 
income group) compared to 35 per cent 
in the area. Store A, thus, was hitting 
well above the middle of the income 
target. Although low-income families 
contributed a proportionately greater 
number (54 per cent to 37 per cent) 
* than high-income 
families, they contributed an almost 
equal proportion (27 per cent to 30 
per cent) of large accounts. 
income customers, in fact, proved to 


of small accounts‘ 


Low- 


be a minor factor in causing small ac- 
counts. Indeed, were the store by some 
means to be forbidden to low-income 
families, still over one third of all 
accounts would be ridiculously small in 
dollar size. 

The principal reason for so many 
high-income patrons buying so little 
from Store A, or any given store, is 
their habit of spreading purchases 
widely. This tends to reduce their 
dollar purchases at any one store. The 
principal reason for so many low- 
income patrons buying relatively so 

8 With the dollar figures (confidential) 
used to define account size, 25 per cent 
were large, 33 per cent medium, and 42 per 
cent small. That the latter, numerous group 
really spent little at Store A during 1948 
may be attested by these facts: average 
expenditures reduced to slightly over 1% 
cents per person per day, and all small ac- 
counts together represented less than 10 per 


i 
cent of total credit volume. 
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much is their habit of concentrating 
patronage in a few stores. This tends 
to increase their dollar purchases at 
any one store patronized. Shopping 
habits are a great equalizer. Illustrating 
these habits are these facts: among 
high-income customers 91 per cent to 
72 per cent patronized the four chief 
competitors of Store A, 23 per cent 
had active credit accounts at all of 
these competitors, and but 14 per cent 
maintained only their Store A account. 
In contrast, 80 per cent to 54 per cent 
of low-income customers patronized 
competitors, only 3 per cent had ac- 
counts in each store, and 32 per cent 
had but the one account at Store A. 

In this particular case, the facts un- 
covered made it appear that Store A’s 
past policy of aggressively trading up 
may have overshot the mark and that 
low-income families (not being directly 
solicited) might be worth cultivating. 
If the habit patterns revealed prove to 
be true generally, then many stores will 
need to consider policy revisions. 

The particular income groups studied 
were found to have distinctly different 
habits not only in regard to the number 
of stores patronized but also, among 
others, to their purchases by telephone 
and mail, their use of credit, the num- 
ber of family members who are buyers, 
their frequency of shopping, and their 
methods of paying credit accounts. Also 
to be mentioned is the fact that these 
habits are not peculiarly associated with 
Store A but appear to be general habits 
of behavior. 

Buying Agents. The distinction be- 
tween buyers and users, and the in- 
creasing tendency for women to assume 
the role of family buying agent as 


income decreases, has been frequently 
noted. In this study 32 per cent of all 
Philadelphia families buying at Store 
A were represented by one buyer, the 
proportion varying from 22 per cent 
among high-income families to 58 per 
cent among low-income families. If 
credit purchasers alone are counted, 43 
per cent of the families were repre- 
sented by one buyer. Obviously, these 
habits, together with those noted above, 
increase the per person importance of 
low-income patrons, since their influ- 
ence is enhanced and their personal 
satisfaction becomes more important. 
This instance also serves to illustrate 
the diffculty—and unreality—of  at- 
tempting to isolate one variable at a 
time as the key to why people behave 
as they do or in regard to what store 
action is proper. 

Nonpersonal Shopping. Purchases 
by mail and telephone tend to be extra 
business for a store, business it would 
not obtain otherwise. Decisions about 
the promotion and performance of 
these services should be influenced not 
only by customer attitudes (as is 
largely the case now) but by customer 
actions. For example, it was found that 
half of all its Philadelphia patrons 
hought goods by telephone from some 
department store during 1948 but only 
one third bought by telephone from 
Store A. For 6 per cent of the patrons 
it was their principal means of shop- 
ping. Among non-Philadelphia patrons, 
half bought goods by mail and 9 per 
cent used mail buying as their chief 
means of shopping. Behavior was in- 
fluenced, apparently, by age, health, 
presence of children, and distance, and 
varied sharply by income. The propor- 
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tion of buyers and the amounts bought 
rose rapidly as income increased for 
telephone buyers and fell rapidly as 
income increased for mail buyers. 

Frequency of Shopping Trips. 
Nearly half of Store A’s customers live 
outside Philadelphia County, and of 
these 21 per cent made only five trips 
or less to the shopping center during 
1948, 36 per cent making only six to 
fifteen trips. The facts indicated that 
the time and trouble of getting to the 
market tended to immobilize customers 
in the market, 7.¢c., greatly reduced their 
shopping around; but the more infre- 
quent the visits, the smaller the cus- 
tomers’ accounts were, and the more 
important, potentially, becomes non- 
personal shopping. The higher the in- 
come, the more frequent the shopping, 
was another pattern disclosed. 

Summary. No presumption can be 
made that one local-market study of an 
exploratory nature can establish gen- 
eral patterns of market behavior. On 
the other hand, it can be claimed that 
recognized theoretical principles of 
market composition and behavior on 
which retail executives and students of 
marketing base judgments about proper 
operating actions are few in number, 
general in nature, often unproved, and 
highly uncertain in regard to their 
application to today’s markets. The 
basic assumption made here is that 
researchers can uncover numerous ob- 
jective factors of retail patronage, 
which factors influence, or even deter- 
mine, the actions of customer groups 
or market segments. It remains to be 
seen whether the possessors of such 
knowledge can put it to practical, 
profitable use or not. 
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THE PRACTICAL USE OF CUSTOMER DATA 


Assumptions sometimes made that 
department stores do not need customer 
data have been noted (page 30). The 
claim that everyone is a potential cus- 
tomer may be dismissed at once. Few 
stores even achieve so-called “commu- 
nity dominance”; and research has 
tended to prove that all markets are 
to a considerable degree selective. That 
distribution costs in relation to cus- 
tomer type or size is a minor consid- 
eration to retailers can be admitted. 
More debatable is the possible value to 
merchandising of objective customer 
data, although the inability of research, 
particularly of consumer surveys, to 
supplant other means of deciding what 
individual items a buyer should stock 
can be admitted at once. 

The crucial question seems to be: 
Do methods exist for profitably utiliz- 
ing basic data on markets ? One is sorely 
tempted to beg this question, saying, 
“Tf data be provided, surely, store ex- 
ecutives will find many practical means 
of using the facts!” The proposition 
certainly is in accord with the tradi- 
tional insistence on “getting the facts” 
and it rarely has been put to the test 
for such facts as are discussed here. 
Any present discussion, at least, must 
be largely theoretical, although some 
specifics can be cited. 

Defining the Customer. As has been 
pointed out: * “Only as some quantita- 
tive measurement of usage is employed, 
does the term ‘user’ have a significant 
meaning from the research point of 
view.” A market that may be almost 


‘ 


4TLyndon O. Brown, Marketing and Dis- 
tribution Research (New York: The Ronald 
Press Company, 1949), p. 71. 
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universal over time may be far from 
universal if usage during the past year 
be the measure, and it may be sharply 
delimited if usage during the past 
month be the definition of the user. Re- 
tailers in general have totally ignored 
this basic principle. 

“Our customers” may mean many 
things, from all persons in a trading 
area, all downtown shoppers, or all 
visitors to the store, to all some-time 
buyers and their families, active (arbi- 
trarily defined) credit accounts, or 
“good” or “regular” customers. “*Cus- 
tomer loyalty,’ moreover, embraces a 
diversity of behaviors (that include sole 
patronage of a store, patronage of a 
dozen competing stores, expenditure of 
more money in one store than in any 
competitor, and expenditure in one 
store of a small fraction of total depart- 
iment-store expenditures) as well as 
subjective attitudes. Such variable defi- 
nitions, in fact, although usually lack- 
ing measurement, greatly influence 
management decisions on store policies 
and operations. 

Quite apparently if market segments 
or customer groups (as by incomes or 
by ages) vary in amount, type, and 
frequency of buying—which variations 
seem to be the rule—then errors in 
judgment will arise unless these differ- 
ent groups of customers are recognized 
and their numerical sise estimated. 

Subjective Research Studies. The 
common practice of department stores 
of studying customer opinions and atti- 
tudes has been noted. Yet it can be 
demonstrated ° that subjective attitudes 

5D. F. Blankertz, “Motivation and Ra- 


tionalization,” Public Opinion Quarterly 
(winter 1949). 


of customers vary markedly in relation 
to differences in patronage. Sole 
patrons as a group always prefer the 
store and all its policies and operations 
to those of competitors. With few ex- 
ceptions, also, the more a group of 
customers spends at a store in relation 
to competitors, the better will be their 
opinions. In order to avoid making the 
grave errors of judgment possible in 
subjective studies store researchers 
may be forced to consider objective 
behavior and customer characteristics. 

Merchandising and Promotion, 
Viewed broadly, the selection of mer- 
chandise is a gigantic process of trial 
and error. Added to the experimental 
data on volume and rate of sale 
amassed in merchandise-control rec- 
ords, and the thousands of items tested 
each month by a store by putting them 
on sale, is the intense comparison shop- 
ping of competitive trials and errors 
and the vast data that information on 
what people want which resources, ad- 
vertising media, fashion experts, and 
others provide. An unusual aspect of 
these trial-and-error processes is the 
huge importance ascribed to the un- 
known quantity of buyers’ “intuition,” 
‘feel,’ or experience in gauging cus- 
tomer wants. Although the statistics 
of merchandise-control systems are re- 
ducing this vast area judgment, it re- 
mains one of the largest in business 
anywhere still under the sway of non- 
scientific processes. 

No clear prospect exists that the 
quantitative measurement of customers, 
and of their characteristics and habits, 
will overturn present methods of select- 
ing goods. What may result is that the 
gathering and analysis of such data 
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would permit much more accurate man- 
agement decisions on questions of mer- 
chandise classifications and depart- 
ments to be added or dropped, of 
proper price lines to be featured or 
maintained, and of the assortments to 
be carried. Indeed, merchandising re- 
search of a specific character is not un- 
common and has demonstrated its 
value. More generalized approaches to 
merchandising problems should also 
prove of value. 

Selection of promotional media sug- 
gests itself as another fruitful result 
of objective research. National adver- 
tisers choose media to reach a selected 
audience. Department stores, however, 
rely primarily on “shotgun methods” 
in mass media covering the trading 
area. Selectivity has consisted largely 
of special cultivation of credit cus- 
tomers and of attempts to use data on 
specific purchases. An illustration of 
the latter is the appealing to buyers of 
shoes to buy stockings or to buy more 
shoes. These attempts to induce pur- 
chases based on knowledge of past pur- 
chases, it is said, often prove unprofit- 
able, thereby decreasing the interest in 
customer data as well as encouraging 
the prevalent school that advises regu- 
lar advertising in newspapers and on 
the radio to housewives generally. Even 
if direct-mail solicitation for special 
product purchases be unprofitable in 
most cases, there are other ways of 
selectively promoting a store and its 

See: Robert Arkell, “Retail Research,” 
The Buyer's Manual (New York: National 
Retail Dry Goods Association, 1949), pp. 
351 ff., and W. J. Maledon, “Research in 
Retail Distribution; Its Methods and Prob- 


lems,” Journal of Marketing, IV, No. 3 
(1940), 242-3. 
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merchandise. Indeed, with the advent 
of television and the manifest costli- 
ness of using all three mass media ex- 
tensively, selectivity may be forced 
upon stores. An objective knowledge, 
then, of types, kinds, sizes, locations, 
habits, and characteristics of customers 
will assume major importance either in 
the decisions about how to reach pres- 
ent customers most economically and 
effectively or in the more hazardous de- 
cisions relating to potential customers. 


CONCLUSIONS 

Despite the accumulating knowledge 
of trading areas, shopping habits, and 
buying motives and the data that stores 
have about their customers, there is 
much ignorance of retail markets. A 
comprehensive statement of customer 
characteristics and actions related to 
purchase patterns either for a market, 
a type of store, or a given store does 
not exist. Analysis of the data available 
from objective studies, however, sug- 
gests that such knowledge has consid- 
erable value. 

Customers are heterogeneous not 
only in their purchase and use of vari- 
ous commodities but also in their 
patronage of retail stores. Their actions 
and their attitudes are conditioned by 
their economic and social environment 
and by their acquired habits of shop- 
ping. The wide variations that exist 
among customer groups in regard to 
the amount, character, and frequency 
of purchases at different stores seems 
to be related to such objective factors 
as income, age, and family size. A 
greater knowledge of customers and 
their behavior patterns should assist 
management in determining policies 
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and practices for such matters as solicit- 
ing credit patrons offering nonpersonal 
shopping services, changing merchan- 
dise departments, price lines, and as- 
sortments, and selecting media. Objec- 
tive facts of patronage would also make 
present studies of customer attitudes 


more reliable, more meaningful, and 
more useful. 

Even if broad, basic studies of mar- 
kets involve much “pure’’ research, 
this need be no deterrent to universi- 
ties, foundations, or other students of 


Dollars Out the Window 
(Continued from page 8) 
and helped look for the lamps in the 
floor stock. Then he vanished for a few 
minutes, returning with a sheaf of 
charge tickets, including one for the 
window in question. But there was no 
record of any lamps having been sent 
to the display department for use in 


Make Salesmen of Your Customers 
(Continued from page 12) 


store, it becomes a part of the life of 
the consumer. It is shown to friends, 
discussed, explained by use of the in- 
formation gained at your counter. 


marketing, nor to retail associations or 
individual chains or stores. Pure re- 
search frequently has demonstrated its 
practical value to business. There has 
been, perhaps, too much attention in 
research to “nose counting of the status 
quo”; and, certainly, there has been 
far too little accumulation of data of 
the type needed to afford the basic 
principles, or generalizations, so essen- 
tial to the advancement of the infant 


science of marketing. 


that window, no indication that they 
had ever existed. The salesman did 
offer to have the lamps removed from 
the window, but his offer was not ac- 
cepted. So, perhaps the lamps are still 
in the window, set off by a background 
of dust, neglect, and shoddy mainte- 
nance, waiting for someone to come 
in and try to buy them. 


The retailer who ignores this op- 
portunity is ignoring an enormous sales 
potential. Figure it out for yourself. 
How many customers buy from you in 
a week? If just one out of twenty-five 
does a selling job for you, what will it 
do to your volume in a year? 





The Advantages of Collective 
Merchandising for the 
Independent Retailer 


Monr Avipon AND SAMUEL H. Morrison 


Directors, Unit Control Merchandising Service 
Kirby, Block & Company, Inc. 


THE MERCHANT'S JOB 


As any merchant knows, the ele- 
mentary principle of successful retail- 
ing is the proper distribution of the 
right merchandise in the right quantity 
at the right time at the right price. 
This appears simple enough and _basi- 
cally true, but, broken down, what does 
it mean and how does one go about 
performing such a seemingly easy task ? 

CRYSTAL BALLS AND MYSTIC 
SYMBOLS INEFFECTIVE 

We will start with the “proper dis- 
Does it 
mean using the correct kind of carrier 


tribution of merchandise.” 
to transport goods from one point to 
Definitely 
means putting the wanted item in the 


another ? not; rather, it 


hands of the consumer when it is 


wanted. It cannot be done by guess- 
work, crystal-ball gazing, or by the use 
of mystic symbols. It cannot be done 
by stocking everything to find out what 
the consumer wants, for such a pro- 
cedure would require too much mer- 
chandise and very probably result in 
costly markdowns. Neither can it be 
done by waiting until the last minute 
to find out what the consumer does 
want, for that would result in the loss 
of business. But it can be done and is 
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being done by a service better known 
as unit control or centralized merchan- 
dising service. 


TYPES OF CENTRAL OPERATIONS 


There are various types of central- 
ized merchandising services. They 
range from the mail-order and chain 
organizations, each of which maintains 
its own reserve warehouses and stock- 
rooms with central shipping points to 
most of which 
neither central warehouses 
nor shipping points but ship directly 
from the seller’s premises. While the 


the resident offices, 


maintain 


former have advantages, reserve stocks 
requiring large monetary investments 
must be carried in order to furnish 
their retail units with wanted merchan- 
dise. This article will deal with the 
unit-control merchandising service as 
resident buying 


operated by some 


offices. 
HISTORY OF CENTRAL OPERATION 


In order to understand fully the 
importance of this service, one must 
trace back its history to the inception. 
It had its start about the middle 1930’s, 
shortly following the low of the 1933 
depression and the reorganization of 
some of the chain stores. After aggres- 
sive chain competition started, it was 
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not very long before independent store 
owners realized that they were losing 
a lot of their ready-to-wear business 
to the chains, particularly in the lower- 
price dress field. Independent owners 
noted too that the chains were offering 
a steady stream of new fashions at 
prices lower than any figure which 
they themselves were able to set for 
similar items. Investigation by the 
independents determined that, through 
their methods of purchasing based 
upon large buying power and distri- 
bution, the chains were able to effect 
savings and constantly supply their 
units with the newest merchandise. 
Furthermore, different trade practices 
made it possible for those units to offer 
the public additional benefits in the 
form of values not available in the 
department stores. 


A COMPETITIVE TOOL 

The independent store owner, in 
seeking a means of combating this 
competition, realized it was impractical 
for him to contact other individual 
store owners and set up a merchandis- 
ing combine that would operate along 
the same lines as the chains. Such an 
operation not only seemed infeasible, 
its cost promised to be prohibitive. 
Aiter investigating all possibilities, the 
independent finally decided that the 
only solution to his problem would be 
for his resident buying office to set up 
the machinery for such an operation. 
The buying office already had a staff 
of merchandise experts and_ buyers. 
Further, it possessed buying power 
and prestige in the markets. The only 
thing it lacked was the actual machin- 
ery for unit-control work. 


METHOD OF OPERATION 


After considerable research and 
study, several buying offices started to 
service stores through a central opera- 
tion that functioned much in the same 
manner as the chains, with the excep- 
tion of central receiving and shipping. 
Instead of having manufacturers ship 
dresses to central warehouses where 
they would be inspected and reshipped 
to the co-operating stores, the buying 
offices worked out a plan whereby 
orders for the individual stores would 
be sent to the manufacturer, who would 
ship the desired merchandise directly 
to the stores. Today many buying of- 
fices operate such a_ service. The 
amount of business done in this manner 
ranges in retail volume, depending 
on the size of the office, from about 

2,500,000 to about $15,000,000 
annually. 

Originally, this service was operated 
only for dress departments. Today, 
however, it has been expanded to in- 
clude such items as coats, suits, rain- 
coats, sportswear, hosiery, and_ bags. 
Eventually, more items will probably 
be added as the mail-order and chain 
organizations expand their operations 
into other lines of merchandise pres- 
ently only carried by the independent 
department store. 


ADDITIONAL VALUES 


To illustrate more fully the value of 
such a service to the independent store, 
it is only necessary to follow the opera- 
tions of a resident buying office render- 
ing such a service. For instance, re- 
cently one of the very large offices 
went to a manufacturer with the prob- 
lem of wanting to offer pure-silk print 
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ADVANTAGES OF 


dresses to the public at prices below 
those at which such merchandise was 
being offered by competitive stores in 
various cities. This goal could be 
achieved if savings in the costs of the 
piece goods involved could be effected. 
The manufacturer scoured the market 
but was unable to make quantity pur- 
chases at prices low enough to effect 
the necessary savings. But the buying 
office, through its tremendous buying 
power in the piece-goods market, was 
able to step in and purchase the fabric 
at a price low enough to bring the cost 
of the finished product to a point where 
it could be offered at near the retail 
price originally planned. The individual 
store owner, operating alone, could not 
have negotiated this deal. 


HARD AND SOFT GOODS INCLUDED 
IN OPERATION 


The central office can go to its 
sources of supply and lay down orders 
sufficiently large to get preferred de- 
livery. The central office can also have 
produced at popular price levels styles 
usually only found at higher prices. 
No individual department-store owner 
could get a manufacturer to cut nom- 
inal quantities of these higher priced 
items, particularly at reduced prices. 
These are just a few of the advantages 
offered by the resident offices operating 
a unit-control merchandising service. 
And it can and does operate for both 


soft and hard goods. 
LONE-WOLF OPERATION NOT AS 
PROFITABLE 


The importance to the independent 
store of expanding a unit-control serv- 


Spring 1950 


COLLECTIVE 


MERCHANDISING 39 


ice to include other fashion items is 
emphasized as independent stores go 
out of business or are absorbed by 
syndicates operating numerous units, ' 
as chain-store competition becomes 
keener, and as mail-order houses open 
up more retail units. No longer can an 
independent store owner attempt to 
compete alone with these giants and 
expect to keep sales up and expenses 
down. Nor can an individual store 
owner expect to present fashionable 
apparel at popular prices in his com- 
munity if he walks alone along a path 
fraught with many pitfalls rather than 
accept advantages of collective opera- 
tion, buying, and information. The in- 
dividual store owner cannot afford to 
play “lone wolf.” If he does not co- 
operate with his fellow merchants 
through a centralized merchandising 
service, his turnover will probably be 
smaller and his markdowns will in- 
crease. This does not mean that he will 
go out of business if he does not oper- 
ate through such a service, but it cer- 
tainly does mean that his lot will be 
an easier and more profitable one if he 
employs it. And the service offers the 
additional advantage of helping him to 
keep a clean budget-dress department 
stock with fresh items arriving weekly 
and in the proper quantities, colors, 
sizes, and types. 

Unit control lives and works all the 
time—testing, checking, discarding, ex- 
panding, controlling—its goal always 
toward “proper distribution.” Perhaps 
this sounds too good. However, let us 
analyze the operation of unit control to 
determine exactly how it functions. 
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BUDGETS ESTABLISHED 


At the beginning of the season, 
budgets, taking into consideration local 
economic conditions and based upon 
present and past trends, are set up for 
each store. These budgets are then 
broken down to dollar units, size 
ranges, and categories. No guesswork 
enters into planning these budgets; 
rather, actual experience based on 
trends. Activity after the original 
phase is regulated up or down accord- 
ing to actual current monthly per- 


formance. 


REPRESENTATIVES IN MARKETS AT 
ALL TIMES 


Experienced buyers continually and 
thoroughly shop the market seeking 
out fashion trends from top-bracket 
manufacturers. Styles are selected that 
include all the important style factors 
as well as being priced right. Some 
are sent out to one or two stores to 
test consumer appeal. Selling time in 
the stores is a determining factor re- 
garding whether a style will be re- 
ordered for further testing. When it 
has been decided that a style should 
be reordered, it is sent to a number of 
stores in different areas. Again, if it 
enjoys consumer acceptance in the 
new areas, the degree of acceptance is 
noted and the style is bought for all 
the co-operating stores. Unit control 
constantly determines the correct stock 
for each store based on the selling 
ratio. Items are added and eliminated, 
quantities are filled in and expanded, 
and forward styles are advanced to 
climate areas as they are ready to be 
received. Notice how the element of 
chance is reduced in this type of opera- 


tion. For instance, if ‘nm the first case 
no consumer appeal had manifested 
itself, the particular number would 
have been eliminated with probably no 
resultant loss to anyone. On the other 
hand, had the style been sent to all 
stores originally without knowing 
whether it would have consumer ac- 
ceptance, markdowns might have re- 
sulted in many instances. 


PART OF A BIG WHEEL 


At present, many stores, not mem- 
bers of a unit-control service, cannot 
justify sending their buyers into the 
market to buy small fill-in quantities of 
different items. This does not happen 
to stores operating through a unit con- 
trol. Their representatives are in the 
market every day of the week seeking 
new, wanted, and proven items in the 
right sizes, colors, materials, types, 
and prices, each factor having been 
statistically determined and based on 
the stores’ daily reports. Think what it 
means to be a cog in a big wheel that 
turns with tremendous power and can 
compete on equal terms with the big- 
gest organizations in the field, and, at 
the same time, have most of the guess- 
work eliminated from your operation. 


EXPENSES KEPT LOW 


All this may sound complicated and 
costly, but actually it is within the 
reach of every retailer. Some offices 
base their charges on actual sales at 
retail and others on a cost basis of 
merchandise shipped. Too, while de- 
tailed statistical information is required, 
clerical work has been maintained at a 
level just high enough to assure a high 
degree of efficiency and yet keep the 
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store expense and personnel time in- 
volved at a minimum. The maintenance 
of daily sales and receipt records plus 
a weekly inventory constitute the es- 
sential requirements for the successful 
operation of this service. 


CENTRAL OPERATION LIKED BY STORES 


Store owners operating through this 
service like unit control. It pays divi- 
dends, increases sales and turnover, 
aids stock control, and keeps the de- 
partment constantly supplied with cor- 
rect and timely styles. In addition, it 
saves expensive and unnecessary mar- 
ket trips, reduces markdowns, and, 
above all, helps to meet local competi- 
tion from large syndicates and chain 
organizations. It also assists stores to 
co-ordinate merchandise with adver- 
tising, supplies advertising mats, and 
helps stores to keep up continuously 
with new style trends. 


INCREASED PROFITS AND SALES 


The buyer who co-operates with a 
unit-control service will have his sales 
increased and markdowns decreased, 
which will, in turn, result in added in- 
come to him. Centrally operated de- 
partments need general direction by 
the buyer, and the central office needs 
consumer “floor gossip” to fulfill its 
mission successfully. 

Many store buyers like a unit-con- 
trol operation after they have tried it. 
When they realize that the operation 
helps rather than hinders, they become 
co-operative. This results in greater 
benefits to them and to their depart- 
ments. In the instance of a buyer hav- 
ing numerous departments to super- 
vise, the assistance of the unit control 
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will give him more time to concentrate 
on his other responsibilities and ac- 
tivities. In most instances it means that 
long, tiresome, expensive market trips 
can either be eliminated entirely or 
reduced to a minimum. 

The average manufacturer likes the 
unit-control operation of resident of- 
fices because, through its initial testing 
in strategic areas, and sale in the co- 
operating stores, outstanding items are 
frequently developed. In such instances, 
a manufacturer may be able to produce 
thousands of garments of a particularly 
successful style and thus realize a 
profitable season. At the same time, 
the manufacturer also gets information 
that prevents him from making serious 
mistakes ; namely, producing merchan- 
dise that will not receive consumer 
acceptance. A manufacturer’s primary 
interest is volume. If he has the proper 
item, unit control can develop it be- 
cause this type of operation offers a 
most effective way to distribute an item 
most efficiently. 


EXPANDING UNIT-CONTROL SERVICE 
NEEDED 

In the early days, chain and mail- 
order organizations made deep in- 
roads into the independent’s volume of 
business in budget departments. To- 
day, the independent store owner oper- 
ating through unit control has again 
become a potent fashion factor among 
the masses of his community. However, 
to maintain his position, he will have 
to continue to expand his use of this 
service to include many additional 
items, for large retail combines are 
rapidly expanding their activity into 
other fields. 
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GRASP AND HOLD INITIATIVE 


Aggressive merchants know the lim- 
itless opportunities of increasing busi- 
ness in their stores. As a result, they 
are gradually taking advantage of the 
service and including even more fash- 
ion items above budget ranges as well 
as other lines of merchandise. The ag- 
gressive merchant will not make the 
mistake of waiting for large retail com- 
bines to come to his city and steal a 
march on him. He cannot afford to 
forget the philosophy contained in the 
old military maxim, “‘A good offense 
is the best defense.” He must take and 
hold the initiative. 


Grocers’ Counters in the Kitchen 


(Continued from page 18) 
Aggressive promotion must be pur- 
sued with caution, however, as it has 
been found that excessively large or- 
ders result in lost customers. Solicita- 
tion of new customers is costly, and 
hence the avoidance of policies and 
practices that give rise to customer 
dissatisfaction must be a major con- 
cern of the industry. 

Findings of this study underscore 
the need for greater emphasis on sales 
training, judicious selection of premi- 
ums, reconsideration of advertising 
credits granted with purchases, and 
improvement of merchandising strat- 


While it is true that chains and mail- 
order organizations have written pages 
in the history of retailing, the inde- 
pendent store owner has learned that 
to allow competitors to take business 
away from him only means added ex- 
pense to get the lost customer back 
into his store. Customers may prefer to 
shop in home-owned stores with their 
many added services. But the merchant 
must remember that the customer to- 
day has a wide knowledge of relative 
merchandise values and it will take 
more than store services to keep her 


a customer. 


egy to overcome adverse opinions of 
values offered by the industry. 

As a matter of fact, door-to-door 
distributors of merchandise classifica- 
tions other than the grocery field might 
benefit by checking their methods 
against the findings of this survey to 
determine possible shortcomings in 
their own operations. On the other 
hand, retailers whose bids for cus- 
tomer patronage are store based should 
derive from the findings a better under- 
standing of the quality of competition 
they might normally expect from users 
of door-to-door selling. The findings 
provide ample evidence that it is an 
effective sales technique and will bear 
careful watching by alert store owners. 


eM 


| 
| 
| 





Thi 


exte 
Aye 
tion 

Just 


majc 
in 1§ 


natel 





we 


we 








Pe RRS IIR aN 


ee 





Book Notes 


Management Planning and Control, by 
Billy E. Goetz. New York: Mc- 
Graw-Hill Book Company, 1949, 
x + 294 pages. $3.75. 


Management needs more pertinent data 
than the historical, financial reports cur- 
rently provided by legal, financial, accounting 
procedures. Enterprise is directed through 
a system of orders, records, and reports. 
Managerial accounting procedures must be 
conceived as coincident with this system of 
operation and include most of general finan- 
cial accounting, all cost accounting, and all 
production control. 

The purpose of Management Planning and 
Control is to derive a theory and practice 
of accounting from managerial needs for 
data to aid in solving problems of planning 
and controlling enterprise operations. Some 
of the more pertinent chapter headings are: 
“Nature and Scope of Problem,” “Planning 
Problems of Management,” “Increments and 
Opportunities,” “Techniques of Managerial 
Planning,” and “Managerial Control.” 

This exceedingly thought-provoking book 
will prove rewarding reading only for the 
individual interested in the more challenging 
aspects of scientific management. 

The author is Billy E. Goetz, professor of 
business administration, Antioch College, 
and formerly senior associate, Sessions Engi- 
neering Company. 

T. Dart Ellsworth 


The History of an Advertising Agency, 
by Ralph M. Hower. Cambridge: 
Harvard University Press, 1949, 
xliii + 647 pages. $7.50. 


By the publication of this revision and 
extension of his earlier history of N. W. 
Ayer & Son, Dr. Hower confirms his posi- 
tion as one of the leading business historians. 
Just a decade ago, the first edition of the 
book appeared, covering the life of this 
major advertising agency from its founding 
in 1869 to 1939. The terminal date, unfortu- 
nately, to the period when 


was so close 
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the present administration took over control 
of the agency that no then-current evalua- 
tion of the organization could be made. By 
adding a coverage of the last ten years, 
Dr. Hower has been able to make his ana- 
lytic history well rounded and definitive. 

The book gives, at the outset, a simple 
chronological account of the founding and 
development of N. W. Ayer & Son, a story 
that requires about two hundred pages to 
tell. The second part of the book analyzes 
the operation and the management of the 
agency and indicates the forces that led to 
the development of various of the standard 
practices in the agency field today. The new 
edition is not merely an extension of the 
previous chronology but a_ thoroughgoing 
revision, based on a more mature and expe- 
rienced point of view on the part of the 
author. 

The History of an Advertising Agency 
should be of interest to business people with 
any contact with selling or advertising. For 
the teacher, it offers highly valuable col- 
lateral reading for courses in advertising, 
marketing, or management. It is with con- 
siderable pleasure that the reviewer can 
commend this book wholeheartedly. 

Lawrence C. Lockley 


Effective Selling, by George Edward 
Breen, Ralph Burnham Thomp- 
son, and Harry West. New York: 
Harper and Brothers, 1950, viii 
+ 278 pages. $3.00. 

With the current trend toward greater 
emphasis on selling, as opposed to produc- 
tion, salesmanship continues to gain more 
attention from forward-looking executives. 
Ever since John H. Patterson showed that 
salesmanship could be learned by having his 
salesmen memorize the presentation of his 
best sales representative, people have been 
attempting to show how to develop better 
salesmen. For instance, in the past few years, 
many college graduates have turned to the 
sales field for their vocation. Colleges, rec- 
ognizing this trend, are giving a better sell- 
ing groundwork than ever before. 
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In Effective Selling the authors attempt 
to fill the need for a textbook designed for 
a college course in salesmanship. The mate- 
rial is arranged in two parts. The first half 
of the book covers the sale, breaking down 
the procedure into mechanical steps. The 
second half shows the different types of sell- 
ing, such as retail selling, wholesale selling, 
and selling intangibles, and provides excel- 
lent advice on how to get a job and keep it. 
At the end of each chapter, the authors 
have included one or more “parables” taken 
from actual selling situations. Some are con- 
cerned with handling the prospective cus- 
tomer’s objections, some with business ethics, 
and a few are pointed toward management 
of salesmen. Several of the situations are 
extremely interesting and might serve as a 
good basis for class discussion. 

The authors are George Edward Breen, 
associate professor of marketing and mer- 
chandising, Western Reserve University, 
Ralph Burnham Thompson, assistant pro- 
fessor of marketing and transportation, the 
University of Texas and Harry West, sales 
manager of Swift and Company’s Cleveland 
plant and a past president of the Sales Ex- 
ecutives Club of Cleveland. 

William P. Hegan, Jr. 


Advertising Text and Cases, by Neil 
H. Borden. Chicago: Richard D. 
Irwin, 1950, xiii + 1050 pages. 
$7.50. 

With the publication of this book, Harvard 
business cases are available to teachers in 
combination with text material for the first 
time. In this volume Professor Borden re- 
lies, for the most part, on cases in adver- 
tising to carry the major part of the sub- 
stantive contribution; of the 1,050 pages of 
teaching material, 135 are devoted to “de- 
claratory material” or noncase text. The 
pattern of the book is as follows: Section 1 
(entirely text) gives material setting ad- 
vertising into our business scene, Section 2 
treats the use of advertising as a means 
of stimulating primary demand, Section 3 
appraises the opportunities to use advertising 
to stimulate selective demand, Section 4 
covers the co-ordination of advertising with 


other selling tools, Section 5 touches on 
institutional advertising, Section 6 discusses 
the selection of media, Section 7 discusses 
accounting and statistical controls for ad- 
vertising, Section 8 deals with attempts to 
measure the results of advertising, and Sec- 
tion 9 concerns relations between advertiser 
and advertising agency. 

About two thirds of the eighty-eight cases 
appearing in the book are new. The use of 
older cases gives the teacher who has used 
Professor Borden’s previous casebooks a 
sense of familiarity that is somewhat con- 
soling. The reshuffling of cases seems to have 
brought about a more satisfactory coverage 
of the points of view around which a general 
course in advertising should be built. All 
emphasis on copy is gone, and the book 
is now pointed solely toward training stu- 
dents in the administrative aspect of ad- 
vertising. This book represents the first step 
toward that very desirable development of 
course material which combines the didactic 
and the problem approaches to teaching. Al- 
though many teachers will feel that a greater 
emphasis should have been placed on text, 
the book nevertheless makes increasingly 
easy the use of case material by teachers 
not trained to their use. 

Lawrence C. Lockley 


Your Public Relations, by Glenn Gris- 
wold and Denny Griswold. New 
York: Funk and Wagnalls Com- 
pany, 1948, xix + 634 pages. 
$7.50. 

It is only within the past few years that 
public relations have come to be recognized 
as a management function of major stature. 
As a result, large and small business or- 
ganizations alike are coming more and more 
to think of the several publics with which 
they must deal effectively if their activities 
are to enjoy the greatest possible success. 
All too frequently, however, the alpha and 
the omega of their efforts to gain the good 
will of their employees, customers, suppliers, 
communities, and stockholders would seem 
to rest on words, oral and written. It is 
to be regretted that so many of our top-flight 
executives have forgotten how loudly “acts” 


talk. 
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Your Public Relations, the Standard 
Public Relations Handbook, is a compilation 
of writings by outstanding authorities in the 
field. Each of the thirty-three chapters was 
written by a man whose experience especially 
qualifies him to discuss his subject. The 
book is divided into eight parts: (1) Public 
Relations—A Management Function for All 
Organizations, Large and Small, (2) Or- 
ganizing to Use Public Relations, (3) The 
Basic Areas of Public Relations, (4) Opin- 
ion Surveys in Public Relations, (5) How 
to Reach Special Publics, (6) Tools and 
Media in Public Relations, (7) Communi- 
cation Channels and Public Relations Tech- 
niques, and (8) Bibliography. 

The editors of the book are Glenn Gris- 
wold, publisher and co-editor of Public 
Relations News, and Denny Griswold, co- 
editor of Public Relations News. Mr. Gris- 
wold has had many years of experience 
as public-relations consultant to leading in- 
dustrial corporations and trade associations 
while Mrs. Griswold is almost equally as 
well known in the field. 

T. Dart Ellsworth 


An Introduction to Business, by John 
R. Craf. New York: Harper and 
srothers, 1949, xiv + 578 pages. 
$4.50. 


Retail management is increasingly realiz- 
ing the possibilities in the techniques of in- 
dustrial management as a means of expense 
control. Because the college retailing cur- 
riculum is already so crowded with courses 
and literature on the several divisions of 
the field, it is difficult to work in any addi- 
tional material, no matter how useful it 
may be. 

It is for this reason that Dr. Craf’s new 
book may be of considerable use to teachers 
of retailing. The book is designed as a text 
for a one-term introductory course in busi- 
ness management. It is written from the 
point of view of managerial responsibility. 
Topics covered are: methods of business or- 
ganization, managerial controls and records, 
finance and the financial system, risk and 
risk bearing, production, personnel, market- 
ing and transportation, and business and 
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the government. Particularly important to 
retailing students are the sections on man- 
agerial controls and records (covering ac- 
counting, statistics and statistical procedure, 
and sources of business information) and 
production (covering location, plan and 
equipment, and production and production 
control). 

Certainly the book is not likely to supplant 
any of the present texts on store manage- 
ment and operation, but it surely does offer 
needed reinforcement to such books as col- 


lateral reading. Lawrence C. Lockley 


The Hoover Commission Report on 
Organization of the Executive 
Branch of the Government. New 
York. McGraw-Hill Book Com- 
pany, Inc., 1949, xvi + 524 pages. 
$3.75. 

Between the presidency of Herbert Hoover 
and that of Harry Truman the cost of 
running the executive branch of our Fed- 
eral Government increased tenfold. In Mr. 
Hoover's time, it was impossible for one 
man to control the innumerable departments, 
bureaus, and divisions for which he was 
responsible. Since then, those activities have 
mushroomed, and the task of controlling them 
has become one of fantastic proportions. 

The Hoover Commission was created by 
the unanimous vote of Congress in July 
1947 to study the executive branch for the 
purpose of recommending its reorganization 
into a manageable unit. It was a gigantic 
task that required the better part of two 
years to complete. This one-volume edition 
presents the essence of the Hoover Commis- 
sion’s findings and is a book that any con- 
scientious citizen should study at length 
before attempting any criticism of the men 
who run our Federal Government. 

T. Dart Ellsworth 


Marketing Research Practice, edited by 
Donald M. Hobart. New York: 
Ronald Press, 1950, ix + 471 
pages. $5.00. 

This book is partially a statement of 
principles of marketing research and par- 
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tially a review of the milestones of research 
progress of the oldest organized marketing- 
research department in the United States. 
Although it appears under the general ed- 
itorship of Mr. Hobart, director of research 
of The Curtis Publishing Company, the vari- 
ous chapters are written by staff members 
of the Commercial Research Department of 
Curtis. 

The book comprises four parts. Part I 
gives, as introductory material, something 
of the history of marketing research and 
something of its applications. Part II covers 
methods and techniques (questionnaire de- 
velopment, sampling, interviewing, tabula- 
tion, and the research presentation). Part 
Ill gives the background and _ techniques 
of a number of major Curtis surveys. Part 
IV reprints ten Curtis research releases as 
case material. 

The book is difficult to appraise. On the 
credit side is a concise statement of stand- 
ard marketing-research steps, well explained 
and well illustrated. This material is the 
whole of Part II plus two sections of Part 
IV (Dr. Alfred N. Watson’s releases on 
sampling techniques). But this material, 
albeit more clearly stated than usual and 
more teachable than the similar material 
found in books intended for text use, con- 
stitutes little over a quarter of the number 
of pages. On the debit side are two im- 
portant considerations. The first of these is 
the fact that much of the material in the 
book appears to be written as a sort of 
presentation for Curtis research and for 
research in the publishing business. The 
Curtis indoctrination seems a little obtrusive. 
The second is that—in form compact enough 
to be included in a general book—specitic 
research cases must be generalized and 
skeletonized to the point that they lose 
vividness and even, sometimes, significance. 
The reviewer was on the commercial- 
research staff of Curtis during the period 
when many of the projects described were 
carried on and was in charge of a number 
of them. He is able, therefore, to notice 
the inadequacies of treatment of background 
and techniques. 

Possibly marketing-research applications 
are so closely integrated with managerial 


problems and marketing-research techniques 
still so fluid that no completely satisfactory 
book can be written in the field. In spite 
of the subordination of research techniques 
to The Curtis Publishing Company in the 
present volume, Mr. Hobart is to be com- 
mended on the contribution the book makes 
in the present period of dearth of good 
summary literature dealing with marketing 


research. 
Lawrence C. Lockley 


Careers in Retail Business Ownership, 
by Robert Shostick. Washington, 
D.C.: B'nai B'rith Vocational 
Service Bureau, 1946, 347 pages. 


This book provides a practical background 
of general information about retailing and 
the many business and financial aspects of 
owning and operating a retail store. It also 
includes a detailed description of each of 
thirty-six specific retail fields. 

Typical of these descriptions is the one 
for grocery and combination stores which 
is covered under the topic headings of (1) 
what the business is like, (2) size and 
growth, (3) competition, (4) outlook, (5) 
capitalization, sales, and income, (6) what 
the grocer does, (7) aptitudes, training, and 
experience, (8) getting started, (9) failures, 
(10) advantages and disadvantages, (11) 
facts about the combination store, and (12) 
sources of further information. 

Through the generosity of an anonymous 
donor who is interested in stimulating small 
business enterprise, B'nai B'rith is in a 
position to make copies of this excellent book 
available at nineteen cents each to accredited 
public and school libraries. The charge cov- 
ers postage and packaging costs. Requests 
should be addressed to The Vocational 
Service Bureau, 1424 16th St. N.W., Wash- 
ington, D.C. 

T. Dart Ellsworth 


The Epic of American Industry, by 
James Blaine Walker. New York: 


Harper and Brothers, 1949, xii 
+ 513 pages. $5.00. 


Written by a businessman of wide and 
diversified experience, The Epic of Ameri- 
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can Industry presents a series of vignettes 
that illustrate the steps by which the people 
of this country have achieved the world’s 
highest standard of living. Some forty- 
four chapters offer light and dramatic treat- 
ment of the milestones in American economic 
history. Little or nothing is added to our 
store of available knowledge. However, a 
wide range of scholarly and often heavy 
studies has been distilled into a book which 
is ideal for collateral use in almost any 
business course and which might be an 
entirely suitable basic text for a first course 
in American economic history or for an 
orientation course in business. Although it 
is episodic in treatment, it still offers a 
valuable interpretive approach, sympathetic 
to our economic and social philosophies, to 
the development of industry. 


Lawrence C. Lockley 


The Economics of Industrial Manage- 
ment, by Walter Rautenstrauch 
and Raymond Villers. New York: 
Funk and Wagnalls Company, 
1949, xxi + 451 pages. $5.00. 


The “break-even chart,’ developed as a 
means of putting to a practical use the 
considerable data resulting 


statistical 


from the ex- 
tensive economic and research 
conducted by the modern corporation, is de- 
scribed in full detail in this book as are 
the latest developments in this process of 
analysis. In addition, the book provides an 
explanation of the practical application of the 
break-even chart and of the fundamental 
principles involved in a study of industrial 
costs. 

The Economics of Industrial Management, 
a Modern Industry Handbook, is organized 
into three parts: (1) Visualizing the Busi- 
ness, (2) Industrial Cost Characteristics, 
and (3) The Business As a Part of the 
National Plant. The text material is amply 
illustrated with 82 figures and 64 tables. De- 
spite the illustrative material and the excel- 
lent presentation of the subject matter, the 
book will prove easy reading only for the 
sincere student of management engineering 


or the business executive who has a problem 
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to solve. It is a book each of these individ- 
uals will want and should have in his library. 
The authors are Walter Rautenstrauch, 
professor emeritus of industrial engineering, 
Columbia University, and Dr. Raymond 
Villers, a graduate of the Sorbonne in Paris 
and presently assistant professor of indus- 
trial engineering, Columbia University. Dr. 
Rautenstrauch is the originator of the 

break-even chart. 
T. Dart Ellsworth 


The House of Baring in American 
Trade and Finance, by Ralph W. 
Hidy. Cambridge: Harvard Uni- 
versity Press, 1949, xxiv + 631 
pages. $7.50. 

This book is a scholarly and detailed 
record of the rise of the House of Baring, 
and of its early influence in financing and 
facilitating America’s foreign trade. It 
throws considerable light on that rather 
dark chapter in the record of our commerce 
abroad by tracing the methods by which 
the cotton, the tobacco, the wheat, the naval 
stores, and the other products of American 
farming and industry were gathered from 
their many and usually small-scale sources 
to take their place in the flow of goods 
abroad. The book is rich in detail regarding 
the routines by which trade agencies .were 
established, funds transferred, and rate 
structures determined. Moreover, the influ- 
ence of the Barings on marketing of large 
blocks of American securities—public and 
corporate—in the financial centers of Eng- 
land and Europe is traced. 

Although Dr. Hidy has done a _ pains- 
takingly careful jcb of reporting, excerpt- 
ing, and analyzing the account and letter 
books of the British financial house, he has 
fallen short of the achievement he could 
have made by his failure to orient his 
material into the economic history. of this 
country. He expects his readers to bring a 
full and vivid recollection of American 
economic and political history to their read- 
ing of the book. The general reader may lack 
the patience to go through the record of 
almost day-by-day transactions and policy 
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decisions reported. Although the book is 
unsuited for text use at the undergraduate 
level, it should constitute an important as- 
signment for collateral reading for students 
of retailing and marketing. The reviewer 
suggests that teachers may add considerably 
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to the understanding of their students of the 
growth, and even of the present status, of 
trade and of marketing institutions by the 
assignment of several judiciously selected 
parts of the book. 
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